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HOW  DO  WE  KEEP  OUR  BRAND 
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BRAND  NEW? 


HOW  DO  WE  FIND  THE  HOLY  GRAIL: 
EFFECTIVE  CRM? 


Find  the  answers  with  an  altogether  different  kind  of  thinking  about  marketing,  sales  and  service. 

Find  the  answers  with  IBM.  We  have  over  5,300  CRM  specialists— experts  in  On  Demand  Business— 
who  know  how  to  help  balance  and  optimize  revenue  growth,  customer  service  and  cost  reduction. 
We  understand  the  complexities  of  designing  a  CRM  function  that  can  help  deliver  better  service, 
improved  customer  satisfaction  and  tangible  ROI.  We’re  helping  TD  Waterhouse,  American  Power 


Conversion  and  Starwood  boost  profitable  growth;  we  could  help  you.  Learn  more  about  what  makes 
The  Other  IBM  different.  Visit  ibm.com/innovation/crm 

IBM  BUSINESS  CONSULTING 


IBM,  the  IBM  logo  and  On  Demand  Business  are  registered  trademarks  or  trademarks  of  International  BuajMj*  Machines  Corporation 
in  the  United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarcfor service  marks  of  others. 
©2005  IBM  Corporation.  All  rights  reserved. 
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Get  in  front  of  more  leads,  for  less  cost. 

Macromedia®  Breeze™  web  conferencing  makes  it  easy  to  get  the  most  out  of  your  marketing  budget.  With  support 
for  live  video,  audio,  and  high-impact  presentations,  Breeze  enables  you  to  communicate  persuasively  with  up  to 
2,500  prospects  online-without  the  expense  of  in-person  events.  And  instant,  no-hassle  access  through  any  web 
browser  makes  it  simple  for  people  to  attend  your  web  seminars  from  anywhere,  without  downloading  software. 

Learn  about  how  Breeze  can  help  you  generate  more  leads.  Go  to  www.macromedia.com/go/cmol. 


macromedia* 


Copyright  ©  2005  Macromedia,  Inc.  All  rights  reserved.  Macromedia*.  Breeze1"  and  the  Macromedia  logo  are  trademarks  or  registered  trademarks  of  Macromedia,  Inc.  in  the  United  States  and/or  other  countries. 
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19  More  Questions  than  Answers 

The  challenges  of  marketing  in  China  are 
as  vast  as  the  country  itself.  Here's  how 
some  CMOs  are  turning  uncertainty  into 
opportunity. 

20  Counting  in  Chinese 

With  reliable  data  hard  to  come  by,  creating  a  winning 
marketing  formula  for  China  can  be  a  head-scratching 
exercise,  by  Constantine  von  hoffman 

28  Back  to  the  Future 

Chinese  campaigns  are  a  surprising  mix  of  old  and  new 
techniques,  by  maria  trombly  and  bill  marcus, 
in  shanghai 

30  It's  Not  What  You  Know... 

It's  who  you  know.  No  local  connections  in  China?  N o 
chance,  by  Constantine  von  hoffman 

32  Be  Prepared  for  the  worst 

A  PR  crisis  in  China  is  inevitable  for  any  U.S.  business. 
Here's  how  to  minimize  the  damage. 

BY  SUMNER  LEMON,  IN  BEIJING 

36  Watch  Your  Flank 

Chinese  marketers  are  aggressively  targeting  U.S. 
consumers  with  a  push  toward  upscale  brands. 

BY  SAMAR  FARAH 


"Marketing 
does  have 
processes." 

-Valerie  Mason  Cun¬ 
ningham,  Xerox' s  VP  of 
corporate  marketing 
services 
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It's  rigid.  It's  process-driven.  It's  Lean  SLx 
Sigma,  and  Xerox  has  embraced  the  approach 
to  save  millions,  improve  operations  and 
grow  the  business. 

BY  ROB  O'REGAN 


11  BUZZ 

Food  marketers  under  scrutiny . 11 

Capitalizing  on  Web-based  video . 12 

Sandra  King  creates  a  class  act . 14 


16  Going  Guerrilla 

CORE  Five  simple  rules  to  help  the 
CMO  retool  marketing  at  a  professional- 
service  firm. 

BY  MICHAEL  W.  MCLAUGHLIN 

46  A  New  Year's  Resolution  to 
Stop  the  Madness 

INSIDER  This  year,  do  things  differently 
for  better  results. 
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"Savvy  marketers  have  discovered  an  extraordinary  new  media  and  marketing 
capability,  allowing  them  to  help  improve  the  environment  while  reaching  millions 
of  consumers— at  the  exact  time  and  place  their  brand  messages  are  most  relevant 
and  motivating."The  product  in  question?  Ads  on  hangers.  Clothes 
hangers.  "Because  they  are  biodegradable  and  recyclable,  corpora¬ 
tions  also  help  to  improve  their  environment."  How  hard  were  they 
laughing  when  they  wrote  this?  Not  as  hard  as  I  was  when  I  read  it. 

-From  Collateral  Damage  blog  by  CMO  Senior  Writer  Constantine 
von  Hoffman.  Find  it  at  www.cmomagazine.com/blogs. 


ON-DEMAND  WEBCAST 

‘I  call  our  marketing  efforts 

word-of-mouth  accelerators. 

If  a  happy  customer  walks  into 
a  store,  and  our 
advertising  has 
helped  send  her 
there,  and  the 
store  feels  good 
and  the  product 
feels  good,  she’s 
going  to  go  out  and  tell  10 
other  people.  That's  how  our 
business  was  built.” 

-  George  Sokolowski,  executive  VP  and  CMO  of 
$1 5  billion  retailer  TJX,  speaking  in  CMO's  Marketing 
Leadership  webcast  series,  watch  the  interview  at 
www.  cmomagazine.  com/webcast. 


ANALYST  VIEW 


Predictions  for 

TV's  Future 

>  Digital  cable 
signups  will  soar. 

>  More  networks 
will  jump  into 
on-demand 
distribution. 

>  Ad-supported 
on-demand 
programs  are  next. 
Ads  will  evolve  to 
capture  viewer 
interactions. 

From  Forrester's  "The  Television 
Schedule  is  Dead.  Long  Live 
Television!"  report.  Read  the 
analysis  behind  the  predictions 
at  www.cmomagazine.com/ 
010106. 


CMO  POLL 


Should  buzz  marketing 
agents  be  required  to 
disclose  theirties  to 
products  they  promote? 

Looking  for  more  polls  and  poll  results? 
Go  to  www.cmomagazine.com/poll. 

SOURCE:  CMO  Poll 
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We  know 

21%  of  you  read  at  least  20 
magazines  regularly. 

30%  read  magazines  out 
of  curiosity. 


And  17%  would  have  preferred 
reading  this  in  an  e-mail. 


At  Experian,  we  offer  clients  more  than  just  information.  We  go  deeper,  providing  consultative  expertise  to 
increase  the  return  on  your  marketing  investment  across  multiple  media  channels  worldwide.  By  connecting 
trends  and  tendencies  in  customer  preferences  and  behavior  to  your  products  and  campaigns,  we  can  show 
you  the  most  profitable  prospects  and  customers  to  target  —  as  well  as  how,  where  and  when  to  best  reach 
them.  And  for  the  83%  of  you  we  know  are  still  reading  this,  find  out  how  Experian  can  help  grow  your 
business  at  www.experianmarketingservices.com. 


/ 

experian 


Delivering  local  insight,  globally. 

Information.  Data  Integrity.  Targeting.  Multichannel  Communication 


Your  editorial  on  blogging  was  dead-on 
["Blogging  in  the  Wind,"  December],  Who 
knows  if  blogging  is  for  real  or  just  another 
overhyped  trend  du  jour.  That  said,  we've 
decided  to  jump  into  the  blogosphere  for  one 
reason:  Clients  were  asking  more  and  more 
questions  about  it.  So  rather  than  read  arti¬ 
cles  and  rely  on  what  pundits  had  to  say,  we 
decided  to  live  it. 

The  jury's  still  out,  but  clients  and 
prospects  like  to  know  their  agency  has  a 
point  of  view.  Right  or  wrong,  it  helps  sepa¬ 
rate  us  from  the  pack. 

STEVE  CODY 

Managing  Partner  &  Co-Founder 

Peppercorn  Inc. 

Debatable  Tactic 

As  I  read  your  interview  with  Charlotte 
Beers  ["Open  Dialogue,"  November],  some¬ 
thing  became  starkly  clear.  The  advice  Beers 
gives  to  Karen  Hughes,  undersecretary  for 
public  diplomacy,  is  completely  wrong.  She 
seems  to  miss  the  basic  tenet  of  modern-day 
marketing  techniques:  It's  not  about  us;  it's 
about  them. 

Beers  encourages  Hughes  to  find  open 
communication  lines  and  then  allow  "Ameri¬ 
can  people  to  explain  our  values  and 
beliefs...to  Muslim  countries." That's  beating 
our  own  chests — exactly  the  thing  that 
drives  the  rest  of  the  world  crazy  about  us. 
She  ignores  the  importance  of  tapping  into 
the  Arabs'  unarticulated  wants,  needs, 


Trend  du  Jour? _ 

Last  month's  editorial  questioning  the  value  of  blogs  led  one  reader 
to  opine  that  marketers  can't  afford  to  ignore  this  channel.  Novem¬ 
ber's  interview  with  Charlotte  Beers  also  elicited  strong  emotions. 


desires  and  frustrations.  It's  not  news  to  any¬ 
one  in  marketing  that  what  people  say  and 
what  people  do  are  often  entirely  different. 

I  was  in  Oman  recently,  and  although  peo¬ 
ple  don't  like  American  policies  or  George 
Bush,  they  are  still  enamored  with  the  "idea" 
of  America.  That  is  a  huge  insight  that  can  be 
leveraged  in  very  creative  ways  that  have 
nothing  to  do  with  "nontraditional  media"  or 
"open  media  channels." 

Hughes  needs  to  tap  those  insights  first 
before  she  decides  on  the  tactics.  I  spent  only 
four  days  in  Oman  and  I  learned  a  tremen¬ 
dous  amount.  Imagine  what  a  proper 
research  study  would  reveal.  And  the  tac¬ 
tics,  whatever  they  are,  need  to  impact  the 
individual  Arab,  in  his  country,  based  on  his 
values. 

It's  the  same  advice  we'd  give  to  any 
American  company  attempting  to  better 
connect  with  customers...even  the  ones  who 
have  awful  misperceptions  about  them. 

I  have  great  respect  for  Beers  and  what 
she's  done  in  advertising.  But  the  marketing 
world  has  changed  a  lot,  and  the  U.S.  govern¬ 
ment  would  do  so  much  better  to  take 
advantage  of  the  techniques  that  work  to 
amplify  and  leverage  the  equity  we  still 
have  on  the  Arab  street. 

SIMON  SINEIC 

CEO 

SinekPartners 

Charlotte  Beers  is  a  genuine  hero  and  role 
model  for  those  of  us  in  the  trenches  of 
advertising  and  marketing.  I  so  appreciate 
her  leadership. 

MARILYN  PHILLIPS 

Category  Manager 

The  Schwan  Food  Co. 


Song  Sung  Blue 

Super  article  ["Opposites  Attract,"  Novem¬ 
ber],  As  a  frequent  Song  flier,  I  will  miss  it 
dearly.  Where  else  will  you  ever  hear  a  stew¬ 
ardess  say,  'We  know  you  had  your  choice  of 
bankrupt  airlines  today,  and  we're  glad  you 
chose  ours."  Song's  sass  and  sensibility  will 
never  be  duplicated  by  Delta. 

ALEX  GRAMLING 
Vice  President  Marketing 
Freedom  Fertility  Pharmacy 

Correction:  The  November 2005  issue  included  an 
incorrect  statistic  regarding  podcasts.  Accordingto 
Forrester,  10  percent  of  online  adults  are  familiar 
with  podcasting. 


Howto  Reach  us 

E-MAIL  cmofeedback@cxo.com 

PHONE  508  872-0080 

FAX  508  879-7784 

ADDRESS  CMO  Magazine 

492  Old  Connecticut  Path,  P.O.  Box  9208 

Framingham,  MA  01701-9208 

SUBSCRIBER  SERVICES 

Phone:  866  354-1125;  Fax:  847  564-9453 
E-mail:  cmo@omeda.com 

REPRINTS  For  article  reprints  (100  quantity 
or  more),  contact  Keith  Williams  at  PARS 
International,  (212)  221-9595,  ext.  319  or 
keith@parsintl.com. 

ABOUT  IDG  International  Data  Group  (IDG),  the  leading 
global  provider  of  IT  media,  research,  conferences  and 
events,  informs  more  people  about  technology  than  any 
other  company  in  the  world.  Offering  the  widest  range  of 
media  options,  IDG  reaches  more  than  120  million  technol¬ 
ogy  buyers  in  85  countries  representing  95  percent  of 
worldwide  IT  spending.  IDG  publishes  more  than  300 
newspapers  and  magazines  in  85  countries,  led  by  the 
Computerworld.  Infoworld,  Macworld.  Network  World.  PC 
World  and  CIO  global  product  lines.  IDG  offers  online  users 
the  largest  network  of  technology-specific  sites  around  the 
world  through  IDG.net  ( www.idg.net ),  a  gateway  to  IDG's 
330  websites  powered  by  more  than  2,000  journalists 
reporting  from  every  continent  in  the  world.  IDG  also  pro¬ 
duces  168  technology-related  conferences  and  events,  and 
research  company  IDC  provides  global  market  intelligence, 
analysis  and  forecasts  in  43  countries. 
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Insight  to  Impact. 


If  you  want  to  be  smarter  about  your  company,  your  competitors  and  your  market,  talk  to  Biz360.  Our 
flagship  market  intelligence  solution,  Market360,  continuously  analyzes  global  news,  and  information  from 
print,  broadcast  and  online  sources  to  measure  your  marketing  effectiveness  and  find  the  issues  that  are 
important  to  you.  The  result  is  real-time  insight  you  and  every  other  decision  maker  in  your  company 
can  use  to  help  make  your  company  more  strategic,  more  competitive  and  more  profitable. 


Let  us  show  you  why  business  decision  makers  rely  on  the  real-time  insight  they  get 
from  Biz360.  Call  us  at  866.424.9360,  or  visit  www.biz360.com/cmomag. 


©  2005  Biz360  Inc.  All  rights  reserved. 


from  the  editor 


DON'T  KNOW  ABOUT  YOU,  but  I  'm  tired  of  all  the  old  marketing  buzz¬ 
words.  We  need  a  fresh  start  for  2006.  So  I've  taken  a  stab  at  coining  a  few 
of  my  own  cutting-edge  terms,  with  varying  degrees  of  absurdity.  If  any  of 
them  seem  a  bit  too  familiar,  you  have  my  sympathies.  Feel  free  to  use  them 
in  your  next  team  meeting. 


Antisocial  networking:  The  practice  of 
bringing  together,  usually  on  a  website, 
groups  of  people  with  a  common  interest 
who  refuse  to  interact  with  one  another. 

Bland  awareness:  A  measure  of  how 
uninspiring  your  brand  is. 

Brand  vasequity:  A  calculation  of  brand 
value  taken  after  your  marketing  budget 
has  been  neutered. 

Customer  satisfiction:  A  metric  that 
skews  customer  feedback  in  the  most 
favorable  terms  for  your  next  presenta¬ 
tion  to  senior  management. 

Dashbored:  A  comprehensive  set  of 
marketing  performance  metrics  that  is 
guaranteed  to  make  your  CEO's  eyes 
glaze  over. 

Dumbographics:  Statistical  data  that 
describes  the  consumer  segment  stupid 
enough  to  purchase  your  competitor's 
overpriced,  poor-quality  product  or 
service. 

Gorilla  marketing:  A  technique  in  which 
primates  are  hired  to  secretly  promote 
your  product. 


Misbehavioral  marketing:  The  practice 
of  targeting  office  workers  who  spend 
most  of  their  day  surfing  porn  sites. 

Really  Stupid  Syndication  (RSS): 

A  format  that  enables  companies  to  dis¬ 
tribute  moronic  content  to  the  Internet 
masses. 

ROE  (Return  on  Everything):  What  your 
CEO  is  demanding. 

SEA  (Search  Engine  Assimilation): 

Resistance  to  Google  is  futile. 

Segmentia :  A  deterioration  of  intellec¬ 
tual  faculties,  often  accompanied  by 
vicious  mood  swings  and  emotional  out¬ 
bursts,  resulting  from  an  abundance  of 
ill-defined  customer  sets. 

Sethnography:  A  method  of  studying 
and  learning  about  Seth  Godin. 

Six  Stigma:  A  set  of  visible  marks  that 
signify  a  failed  attempt  at  improving  the 
quality  of  the  creative-development 
process. 

WOMcasts:  Product  pitches  from 
influential  friends  and  relatives  that  you 
can  download  to  your  iPod. 


On  a  more  serious  note,  I  encourage  you 
to  check  out  our  special  report  on  China, 
which  begins  on  Page  19.  The  project,  led 
by  editorial  team  members  Constantine 
von  Hoffman,  Samar  Farah  and  Steff  GeT 
ston  and  supported  by  terrific  design  from 
Mary  Lester,  provides  a  comprehensive 
look  at  the  challenge  of  marketing  in  this 
latest  Land  of  Opportunity.  Following  our 
own  advice  to  tap  into  local  expertise,  we 
include  in-country  perspective  from  corre¬ 
spondents  Sumner  Lemon  (of  the  IDG 
News  Service)  and  Maria  Trombly  and  Bill 
Marcus,  freelance  writers  in  Shanghai.  We 
hope  you  find  the  articles  informative  and 
thought-provoking. 


ROB  O'REGAN,  EDITOR  IN  CHIEF 

roregan@cxo.com 
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YOU’RE  ACCOUNTABLE  FOR  BRAND  REPUTATION. 


YOU’RE  ACCOUNTABLE  FOR  BUSINESS  RESULTS. 


IN  CASE  YOU  MISSED  IT,  YOU’RE  ACCOUNTABLE. 


Do  you  have  the  very  best  tools  to  track  and  manage  brand  reputation  and  competitive  ad  activity 
in  today’s  “age  of  accountability?”  With  VMS  Integrated  Media  Intelligence  solutions,  that’s  precisely 
what  you  get.  The  most  comprehensive  tracking  and  analysis  across  all  media  —  including  coverage 
in  near-real-time  from  all  210  U.S.  broadcast  markets.  Plus  immediate  access  to  editorial  and  ad 
content  via  industry-leading  Web-based  monitoring  and  management  solutions.  That’s  big-picture 
accountability.  That’s  the  advantage  of  VMS.  To  know  better,  call  now.  1 .800.VMS.2002.  Or  go 
online  to  www.vmsinfo.com 


vms 


KNOW  BETTEB, 


©2005  VMS.  All  rights  reserved 


"When  we  started  working  with  iProspect,  we  already  received  an  impressive  17  million  monthly  search 
referrals  from  the  major  search  engines.  That  number  has  climbed  to  an  astonishing  34  million  monthly 
search  referrals  thanks  to  iProspect's  efforts.  We  had  never  imagined  such  an  improvement  was  possible!" 

-  Chief  Marketing  Officer,  One  of  the  World's  Largest  Online  Retailers 


■ 


iProspect  is  the  Original®  Search  Engine  Marketing  Firm.  We  provide  search  engine  marketing  services  to  significantly  increase  your  website's  rankings  within  the 
search  results  of  major  search  properties,  like  Google,  Yahoo!  and  MSN,  drive  more  qualified  visitors  to  your  website  from  those  search  properties,  and  ensure  those 
visitors  convert  into  customers  once  they  arrive. 

For  a  Free  Search  Engine  Marketing  Consultation:  Call:  800.522.1152  (Ask  for  Sales)  |  Email:  interest@iprospect.com  |  Visit:  www.iprospect.com 
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ADVERTISING 


Small  Bites 

With  childhood  obesity  rates  more  than  tripling  in  the  past  four  decades,  the  U.S. 
Congress  is  threatening  to  regulate  how  companies  advertise  food  to  children. 

A  recent  study  ordered  by  Congress  and  funded  by  the  Centers  for  Disease 
Control  and  Prevention  estimates  that  the  food  and  beverage  industry  spent 
more  than  $11  billion  in  2004  marketing  its  products  to  children  and  youth  in 
America,  with  many  of  the  products  high  in  calories  and  low  in  nutrients. 
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Sen.  Tom  Harkin  (DTowa),  the  leading  member  of  Congress  to 
call  for  the  study,  offered  harsh  words  for  the  food  and  beverage 
industry  in  a  statement  following  the  report's  release.  "This  land¬ 
mark  study  comes  as  no  surprise  to  me,  and  it  will  come  as  no  sur¬ 
prise  to  the  junk  food  industry,"  he  said.  "The  industry  doesn't 
spend  SI  1  billion  a  year  marketing  junk  food  to  kids  in  order  to 
waste  money.  They  spend  §11  billion  a  year  marketing  junk  food 
to  kids  because  it  works  brilliantly." 

In  response,  companies  are  beginning  to  take  these  calls  for  mar¬ 
keting  more  nutritional  products  seriously,  perhaps  knowing  that 
it  will  be  better  to  adapt  on  their  own  terms  before  Congress  issues 
mandates  that  could  place  restrictive  measures  on  companies  for 
future  advertising  campaigns.  Kraft,  the  nation's  biggest  food  com¬ 
pany,  has  announced  it  will  stop  advertising  to  children  under  1 2 — 
or  more  specifically,  it  will  limit  its  advertising  of  certain  products  in 
its  print,  TV,  radio  and  online  ads.  Some  of  Kraft's  products  include 
KooTAid,  Oreo  and  Chips  Ahoy!  cookies,  Post  cereals  and  Lunch- 
ables.  Under  Kraft's  new  policy,  the  company  will  not  promote 
anything  hut  its  healthier  products — those  that  meet  nutritional 
standards  set  by  the  company  itself — on  TV  shows  where  more  than 
50  percent  of  the  audience  is  purported  to  be  under  12.  Kraft's  self- 
regulatory  move  comes  on  the  heels  of  a  S200  billion  settlement 
made  by  sister  company  Philip  Morris  in  1 998  in  a  lawsuit  that 
linked  cigarette  smoking  to  cancer.  The  lesson:  Companies  should 
mitigate  bad  publicity  or  potential  lawsuits  by  reforming  their 
marketing  tactics  now,  even  if  it  means  sacrificing  millions  in  profits. 

Some  companies  are  following  Kraft's  lead  in  hopes  of  curbing 
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governmental  intervention, 
but  many  worry  that  the  idea  of  cate¬ 
gorizing  some  foods  as  "healthier"  than 
others  suggests  a  tacit  admission  of 
guilt  in  the  link  between  food  advertis¬ 
ing  and  obesity.  Not  that  such  a  link  is  a 
surprise  to  anyone.  "Current  food  and 
beverage  marketing  practices  put  kids' 
long-term  health  at  risk,"  says  J.  Michael 
McGinnis,  senior  scholar  at  the  Institute 
of  Medicine  and  chairman  of  the  commit¬ 
tee  charged  with  authoring  the  study.  "If 
America's  children  are  to  develop  eating 
habits  that  help  them  avoid  early  onset  of 
diet-related  chronic  diseases,  they  have  to 
reduce  their  intake  of  high-calorie,  low-nutri 
ent  snacks,  fast  foods  and  sweetened  drinks, 
which  make  up  a  high  proportion  of  the  prod¬ 
ucts  marketed  to  kids." 

The  report,  while  critical  of  the  marketing 
efforts  by  the  food  industry,  also  noted  that 
physical  activity  and  parental  involvement  must 
also  be  strengthened  to  decrease  the  number  of 
overweight  children.  "This  is  an  'all  hands  on  deck' 
issue,"  says  McGinnis.  "Parents  have  a  central  role  in 
the  turnaround  required,  but  so  do  the  food,  bever¬ 
age  and  restaurant  industries."  ~C.G.  Lynch 
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Everyone  has  something  that  will  make  him  say  yes.  It  may  be  a  dream  or  a  hope  or  a  commitment  to  a 
person  or  a  thing.  Selling  is  finding  the  vulnerable  point  and  pushing  the  yes  button. 


NEW  MEDIA 


INNOVATION 

A  Roll  of  the  Dice 

NEED  SOME  INSPIRATION  for  innovative 
marketing  ideas?  Traditional  marketers  may  want 
to  bet  on  the  techniques  used  by  companies  in 
online  gambling  (which,  despite  being  illegal  in 
the  United  States,  has  grown  into  a  $10.9  billion 
industry,  according  to  a  recent  report  by  eMar- 
keter).  With  the  normal  channels  of  advertising 
closed  to  them,  these  sites  have  employed  cre¬ 
ative  ways  to  build  an  industry  flush  with  growth 
even  when  the  government  has  dealt  it  a  miser¬ 
able  hand. 

When  the  Department  of  Justice  made  it  illegal 
to  set  up  online  gambling  operations  in  the  United 
States,  traditional  advertising  was  out  of  the  ques¬ 
tion.  In  the  absence  of  ads,  online  gambling  ven¬ 
tures  have  resorted  to  stunt  and  viral  marketing. 
And  the  emergence  of  celebrity  involvement  in 
televised  poker  tournaments— which  are  legal— 
has  helped  spread  the  word.  "It  is  the  cool  new 
sport  that's  reinforced  with  movie  stars  playing 
the  game,"  says  Ben  Macklin,  a  senior  analyst  at 
eMarketer  who  authored  the  study. 

One  online  gambling  company,  GoldenPalace, 
handed  over  $1 0,000  to  a  woman  who  tattooed  a 
Web  address  on  her  forehead.  Another— called 
PokerFaceBook.com— provided  homeless  people 
with  food  in  exchange  for  advertising  its  website 
on  the  bottom  of  signs  they  use  to  beg  passing 
cars  for  spare  change.  Stunts,  Macklin  points  out, 
"but  creative  nonetheless." 

"When  the  traditional  marketing  avenues  are 
not  open  to  you,  you're  forced  to  think  in  nontradi- 
tional  ways,"  says  Macklin.  "A  shotgun  approach 
of  smaller,  more  focused  creative  campaigns  will 
be  the  norm  rather  than  the  exception  in  the 
future."  -C.G.  Lynch 


TheyWant  Their 

WebTV 


FROM  WEB  documentaries  to  origi¬ 
nal  short  films,  Internet-based  video  is 
becoming  an  important  ingredient  in  the 
marketing  mix. 

Driven  by  the  rapid  ascent  of  high¬ 
speed  broadband  penetration  in  U.S. 
homes,  marketers  are  using  Web-based 
video  to  build  brand  awareness,  gener¬ 
ate  leads  and  make  better  connections 
with  consumers  and  business  cus¬ 
tomers  who  no  longer  balk  at  viewing 
video  from  a  Web  browser. 

The  current  state  of  Internet  video  is 
a  far  cry  from  just  a  few  years  ago,  when 
broadband  services  were  in  their 
infancy  and  companies  struggled  to 
stream  high-bandwidth  video  over  a 
much  narrower  Internet  pipe.  Clearly, 
broadband  video  has  reached  a  point 
where  even  the  most  risk-averse  CMOs 
are  looking  for  ways  to  integrate  it  into 
their  marketing  programs.  What  many 
are  discovering  is  that  good  broadband 
content  is  quite  distinct  from  good 
broadcast  content. 

"People's  expectations  of  an  online 
experience  have  changed  dramati¬ 
cally,"  says  Paul  Edwards,  manager  of 
media  operations  for  General  Motors' 
vehicle  sales,  services  and  marketing 
staff.  "We're  tryingto  find  the  best  way 
to  use  [broadband]  technology  to 
engage  consumers  within  a  space 
that's  contextually  relevant  for  the 
message  that  we're  providing." 

Broadband  video  is  attracting  GM 
and  other  companies  for  two  primary 
reasons:  The  audience  is  immediately 
trackable,  and  viewers  tend  to  stick 
around  the  site  longer.  "The  new  metric 
that  everyone's  talking  about  now  is 
engagement:  ways  to  engage  an  audi¬ 
ence  beyond  just  the  impression,"  says 


Bart  Feder,  president  and  CEO  of  The 
FeedRoom,  a  broadband  video  services 
provider  whose  client  list  includes  Wal- 
Mart,  General  Motors,  NBC  Universal 
and  USAToday,  "Online  video  gives  you 
greater  time  spent  [with  viewers]." 

GM  Communications  has  worked 
since  2003  with  The  FeedRoom  on  GMtv, 
a  24-hour  online  video  service  that  pro¬ 
vides  GM-based  programming  to  both 
employees  and  consumers.The  net¬ 
work  features  a  daily  corporate  "news" 
show  called  DriveTlme  as  well  as  live  and 
on-demand  broadcasts  of  company 
meetings  and  other  special  events. 

The  key  for  this  new  media, 
observers  believe,  lies  in  developing 
content  that  provides  more  interactive 
and  repeatable  experiences  than  first- 
generation  Web  video  provided.  "The 
first  Internet  video  content  was  just 
linear  programming  made  available  in 
a  time-shifted  way,"  says  Feder.  Now, 
more  companies  are  creating  original 
digital  content  aimed  at  how  people  use 
the  Web,  not  how  they  use  television. 

"Companies  realize  that  if  they  want 
to  play  in  this  space,  [the  content]  has  to 
be  fresh,  new,  current— viewers  need  a 
reason  to  come  back,"  Feder  adds. 

Despite  the  measurability  of  Web 
traffic,  CMOs  may  find  it  hard  to  justify 
heavy  investments  in  web  video  pro¬ 
duction.  Pricing  for  FeedRoom  software 
and  services,  for  example,  starts  at 
$5,000  a  month,  with  an  annual  com¬ 
mitment.  Feder  argues  that  it's  a  better 
investment  than  some  traditional  video 
initiatives.  "They'll  spend  $100,000  on  a 
video  that  they'll  show  once  at  a  confer¬ 
ence,"  he  says.  "Is  that  really  effective? 
We  think  there's  a  better  way  of  doing 
that."  -Rob  O'Regan  and  C. G.  Lynch 
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Shout  it  from  the  highest  reaches  of  the  boardroom.  Inform  the  C-suite  as  soon  as  possible  that  market¬ 
ing  is  a  financial  boon  to  the  organization.  Because  Affinium  EMM  software  from  Unica  allows  you 
to  plan,  manage,  execute  and  measure  your  marketing  like  never  before.  Now  you  can  be  certain  which 
marketing  programs  provide  a  return  and  which  don't. 


See  how  Unica  has  helped  companies  achieve  their  marketing  goals.  Call  1-877-864-2261  x331 
or  visit  www.unica.com/casestudies.  And  enjoy  a  measurably  different  relationship  with  your  CEO. 


©2005  Unica  Corporation.  All  rights  reserved. 


To  create  a  strong  corporate  brand,  you  must  align  three  essential  elements:  vision,  culture  and  image.  Invent 
ing  catchy  slogans  or  designing  new  logos  is  not  enough  to  develop  the  single  umbrella  that  covers  all  your  products. 


Class  Act 


AN  ACADEMIC  INSTITUTION,  LIKE 
any  other  business,  needs  to  distinguish 
itself  as  a  place  of  superior  quality  as  it 
A  competes  for  students  and  dollars.  Its  mes¬ 
sage  about  who  it  is  and  what  it  stands  for 
must  speakto  prospective  students  whose 
?  families  are  considering  one  of  the  largest 

investmenm:hey'll  ever  make,  and  per¬ 
suade  potential  donors  that  their  dollars 
will  be  well  spent.  That's  essentially  what 
Sandra  King,  CMO  of  Bentley  College, 
does  as  she  creates  the  framework  that 
accurately  positions  the  institution,  its 
academic  focus  and  the  overall  Bentley 
experience.  We  talked  with  King  at  the 
school's  Waltham,  Mass.,  campus. 

Education  is  such  an  intangible  product. 
How  do  you  market  higher  education? 

Education  is  a  high-value,  high-impact 
sendee  product  that  is  intangible  and  con¬ 
crete  at  the  same  time.  Defining  the  prod¬ 
uct  and  its  relationship  to  the  recipient  is 
critical  to  success.  Creating  meaningful 
connections  and  interactions  with  each 
audience — students,  parents,  faculty 
and  staff,  alumni,  corporate  partners 
and  friends — is  the  ultimate  definition 
of  a  successful  product. 

Does  its  lofty  nature  blurthe  lines 
between  selling  students  something 
and  giving  them  something? 

It's  not  necessarily  a  financial  trade. 

It  really  is  about  having  them  walk 
across  that  stage  four  years  from 
now  a  more  enhanced  person,  a 
more  well-read  person,  a 
more  competent,  confi- 


SANDRA  KING: 

AS  CMO  Of  Bent!  _ 
College,  she  believes 
in  the  power  of 
story  to  engage 
others. 


dent  individual.  And  I  guess  in  some  ways, 
it  really  is  about  giving.  But  it  also  is  engag¬ 
ing  them. 

is  that  part  of  your  role? 

I'd  say  my  internal  role  is  to  service  my 
client — what  you  would  think  of  as  admis¬ 
sions — and  the  academic  programs.  At  the 
end  of  the  day,  that's  the  product  that 
we're  delivering.  I'm  also  responsible  for 
supporting  development — fund-raising — 
and  positioning  the  institution  so  that  the 
people  who  are  charged  with  the  responsi¬ 
bility  of  raising  money  have  the  right  kind 
of  support  to  get  the  job  done.  On  the  exter¬ 
nal  side.  I'm  everywhere,  interacting  with 
everyone,  telling  the  Bentley  story.  It's 
about  engaging  with  people  who  need  to 
know  about  the  institution  and  coming  up 
with  creative  ideas  to  take  the  institution's 
message  outside. 
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For  Sandra  King  s  full  interview,  go  to 
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Judging  from  your  campaigns,  story  is  an 
important  facet  of  your  marketing. 

You're  right.  The  campaign  we  ran  last  year 
was  a  story  about  three  people:  a  faculty 
member,  a  student  and  an  alum.  It  focused 
on  the  institution  as  a  whole  and  what  our 
strategic  objectives  are.  It  was  the  story  of 
how  we  engage  people  with  the  organiza¬ 
tion  and  with  the  world.  I  guess  if  you  say 
I  have  a  trademark,  it's  about  engaging 
people  in  the  lives  of  the  institution. 

That's  your  personal  trademark? 

Yes.  I  have  a  theory  that,  for  example,  in 
terms  of  fund-raising,  people  give  to  peo¬ 
ple,  they  don't  give  to  things.  In  admis¬ 
sions,  it's  about  individual  people — Johnny 
and  Susie  and  Michael  and  Rashid — and 
not  about  the  class  of  2010. 

Do  you  measure  whether  you're  getting 
your  message  across? 

The  hard  quantitative  measures  revolve 
around  inquiries  and  applications  and  the 
like.  The  qualitative  measures  are  more 
like  what  I  call  moving  the  needle  on  the 
pride-ometer.  The  pride  of  the  alumni,  the 
parents,  the  faculty  is  not  concretely  meas¬ 
urable.  But  you  feel  it.  You  feel  it  at  a  foot¬ 
ball  game.  You  feel  it  at  a  case  competition. 
You  feel  it  when  you're  in  the  presence  of 
people  who  are  responding  to  you. 

What  are  your  own  lofty  goals? 

I'd  like  to  make  education  affordable.  It's 
not  about  necessarily  having  profes¬ 
sional  careers  in  the  traditional  sense, 
but  giving  young  people  the  opportu¬ 
nity  to  learn  and  to  grow. 

Can  you  have  an  effect  on  that? 

Some  schools  have  moved  away 
from  using  some  of  the  standard¬ 
ized  tests  as  a  yardstick  for  eligibil¬ 
ity.  But  they're  also  concerned  about 
rankings.  So  it's  a  catch-22. 1  look  for¬ 
ward  to  the  day  when  we  can  say, 
"Rankings  be  damned.  We're  just  going  to 
do  the  right  thing."  -Elaine  M.  Cummings 
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Going  Guerrilla 

Five  simple  rules  to  help  the  CMO  retool  marketing  at  a 
professional-service  firm 

BY  MICHAEL  W.  McLAUGHLiN 


MOs  IN  PROFESSIONAL- 
service  firms  face  daunting 
challenges:  practitioners  who 
may  not  understand  or  like 
the  idea  of  marketing,  and  a 
continuous  barrage  of  questions  about  the 
effectiveness  and  cost  of  marketing  pro¬ 
grams.  As  a  newyear  rolls  in,  this  is  an  oppor¬ 
tunity  for  professional-service  marketers  to 
rethink  their  strategies. 

Some  of  the  best-known  companies  gen¬ 
erate  stunning  marketing  campaigns  and 
materials.  But  are  they  an  effective  invest¬ 
ment?  Do  these  companies  know  the  ROI  of 
their  marketing  efforts? 

Expensive,  hip  marketing  campaigns  may 
improve  unaided  brand  awareness,  hut  they're 
unlikely  to  pull  their  weight  in  generating 
sales  opportunities.  Instead,  CMOs  should 
consider  the  nontraditional  approach  of 
guerrilla  marketing  to  achieve  traditional 
objectives — such  as  improving  market  pres¬ 
ence,  contributing  to  earnings  and  keeping 
marketing  costs  under  control. 

If  your  New  Year's  resolutions  include 
retooling  your  marketing  program,  here  are 
five  guerrilla  marketing  rules  to  get  you 
started. 

Throw  your  brochures  away.  Peek  in 
the  dark  closets  of  many  professional-serv¬ 
ice  firms  and  you're  likely  to  find  cartons  of 
unopened  marketing  brochures  gathering 
dust.  Why?  They  missed  the  mark. 

Too  many  brochures,  websites  and  direct 
mail  pieces  focus  on  the  professional-service 
provider,  not  the  client.  Clever  slogans  and 
images  swallow  up  precious  real  estate  that 


should  be  used  for  what  clients  really  want: 
help  with  their  problems. 

If  your  marketing  material  doesn't 
directly  address  clients'  business  issues,  you 
might  as  well  throw  it  away.  Stress  instead 
how  your  firm  solves  specific  problems.  That 
will  get  the  attention  of  the  right  clients. 
And  your  practitioners  will  want  to  use  the 
material  instead  of  relegating  it  to  the  broom 
closet. 


Harness  the  power  of  feet  on  the 
Street.  What's  the  professional-service 
marketer's  secret  weapon  for  carrying  the 
company's  message  to  the  market?  Your 
practitioners. 

The  best  companies  are  able  to  create 
evangelists  of  their  people — in  essence, 
thought  leaders  who  enthusiastically  spread 
the  firm's  point  of  view  through  multiple 
but  coordinated  channels  to  existing  and 
prospective  clients. 

With  the  liberal  use  of  low-cost, 
high-return  marketing  tactics  like 
nonsponsored  speaking  opportuni¬ 
ties,  e-newsletters,  blogs,  webinars 
and  surveys,  the  leading  firms  take 
full  advantage  of  their  experts  as 
part  of  their  marketing  and  sales 
processes.  Clients  want  to  know 
what  your  practitioners  can  do,  not 
what  you  proclaim  they  can  do. 


Existing  clients  get  the  biggest  slice 

Of  pie.  In  professional  services,  clients  are 
the  richest  source  of  new  business  and  refer¬ 
rals.  For  that  reason,  focus  roughly  60  per¬ 
cent  of  marketing  resources  on  cultivating 
those  relationships. 

Some  companies  have  elaborate  client-spe¬ 
cific  marketing  strategies  to  generate  new 
business  and  develop  referrals  from  their 
clients'  circle  of  influence.  They  measure  the 
ROI  of  client-specific  marketing  by  observing 
if  the  efforts  result  in  incremental  revenue. 

You  must  also  invest  in  prospective  clients. 
Use  30  percent  of  your  marketing  efforts  to 
reach  prospects  in  your  target  market(s).  Save 
the  final  10  percent  for  building  visibility  in 
the  business  community. 

It's  not  a  refrigerator,  what  do  you  need 
a  fridge  to  do?  Keep  items  cold.  Refrigerators 
vary  in  size  and  price,  but  the  basic  functions 
are  standard.  Not  so  with  professional  serv¬ 
ices.  T en  clients  who  need  tax  help,  for  exam¬ 
ple,  probably  all  need  different  types  of  help. 
The  needs  of  professional-service  clients 
vary  too  widely  for  generic  marketing.  So  a 
critical  guerrilla  market¬ 
ing  principle  applies:  One 
size  fits  none. 

Tailor  marketing  to 
meet  the  precise  needs  of 
clients  and  your  market. 
And  don't  waste  time  and 
money  trying  to  be  too  clever.  You're  seeking 
clients,  not  marketing  awards. 

Answer  the  tough  questions.  Before 
using  resources  for  any  marketing  program, 
ask  these  questions:  Why  do  we  need  this 
program?  Is  it  aligned  with  client  needs? 
What  are  the  desired  results?  How  will  we 
measure  effectiveness?  How  will  the  com¬ 
pany  be  involved  in  rolling  it  out?  Is  there  a 
better  way  to  use  these  resources? 

CMOs  must  answer  these  ques¬ 
tions  and  be  able  to  pull  the  plug  on 
any  initiative  that  is  not  generating 
business.  Marketers  can't  solve  all 
the  problems  facing  those  selling 
professional  sendees,  but  as  Peter 
Druclcer  said,  "The  aim  of  marketing 
is  to  make  selling  superfluous."  • 


Send  comments  to  cmofeedback@cxo.com. 


The  needs  of  professional-service 
clients  vary  too  widely  for  generic 
marketing. 


MICHAEL  W. 
MCLAUGHLIN 

is  coauthor,  with  Jay 
Conrad  Levinson,  of 
Guerrilla  Marketing 
for  Consultants.  He 
is  also  a  principal  with 
Deloitte  Consulting  LLP. 
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Search  Engine  Marketing  is  Reverse  Direct  Marketing™ 


iCrossing  CEO,  Jeffrey  Herzog 
is  a  winner  of  The  Executive 
Council  of  New  York's  10  most 
prominent  innovators 


iCrossing:  Chosen  as  one  of 
Ad  Age’s  Top  50  Interactive 
Agencies  (2004) 


iCrossing:  The  only  Search 
Engine  Marketing  Agency 
selected  to  Adweek’s  Top  50 
Interactive  Agencies  (2005) 


Jeffrey  Herzog,  iCrossing's  CEO, 
named  to  BtoB's  Top  100 
People  in  Marketing  (2005) 


iCrossing  Named 
Recipient  of  MIXX  Award  for 
Excellence  in  Search  Engine 
Marketing  (2005) 


iCrossing:  Listed  on  Media 
Magazine’s  Top  50  Interactive 
Agencies  (2004) 


Conference 


Driving  the  Future  of  Advertising  Through  Search 


New  York  I  Chicago  I  Scottsdale  I  San  Francisco  1 .866.620.3780  www.icrossing.com 


your 


Is  one  of  your  New  Year’s 
resolutions  to  get  more  from 
your  marketing  budget? 

Check  this  space  each  month  for  a  new  profile 
of  a  marketing  visionary.  Over  the  next  year  you’ll 
learn  how  these  industry  leaders  revolutionized  their 
company’s  integrated  marketing,  with  the  help  of 
Gyro  International. 

To  learn  more  now,  call  415.445.0245 
or  visit  www.gyrointernational.com 


GYVO 

creating  brand  energy 


More  Questions  than  Answers 


The  challenges  of  marketing  in  China  are  as  vast 
as  the  country  itself.  Here's  how  some  CMOsare 
turning  uncertainty  into  opportunity 

IN  THIS  REPORT 

Playing  the  numbers  game. 

Page  20 

Marketing  models:  A  mix  of  old 
and  new  techniques. 

Page  28 

No  local  connections? 

No  chance. 

Page  30 

Watch  your  flank:  Here  come  the 
Chinese. 

Page  36 
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Counting  in 

Chinese 


With  reliable  data  hard  to  come  by, 
creatinga  winning  marketing  formula  for 
China  can  be  a  head-scratching  exercise 

By  Constantine  von  Hoffman 


The  lunchtime  discussion  topic  was  China.  Marketing  executives 
around  the  table  swapped  stories  about  the  country's  bureaucracy,  counterfeit¬ 
ing  problems  and  economic  growth.  One  executive  listened  more  than  she  spoke,  talcing  notes  and 
occasionally  asking  for  more  details.  As  the  global  marketing  chief  of  a  large  subsidiary  of  an  even 
larger  multinational,  her  need  to  know  about  China  was  a  pressing  one:  In  four  months,  her  company 
would  be  launching  its  business  in  China,  and  she  had  just  realized  that  the  information  she  was 
getting  from  her  local  partner — a  joint  venture  formed  with  the  government — was  nonsense. 

This  woman  was  clearly  no  marketing  novice.  When  asked  about  business  in  Europe  or  Latin 
America,  she  easily  rattled  off  numbers  about  market  penetration,  brand  value  and  purchase  fre¬ 
quency.  But  when  asked  the  same  about  China,  she  became  a  deer  in  the  headlights.  She  didn't  have 
the  data,  and  she  knew  it.  It  seemed  little  comfort  to  her  that  no  else  did  either:  When  she  asked 
where  everyone  else  got  their  data,  the  collective  answer  was  a  rueful,  "Good  question." 

Obtaining  reliable  information  about  the  world's  most  populous  country  has  been  an  elusive 
goal  since  Marco  Polo's  first  business  trip  to  China  seven  centuries  ago.  Ask  U.S.  businesses  what 
they  have  to  show  for  their  years  of  trying  to  drill  down  into  the  demographics  of  Chinese  con¬ 
sumers,  and  the  answer  usually  is,  not  much. 

The  reasons  for  this  are  almost  as  numerous  as  brides  in  the  Great  Wall.  How  do  you  survey  a  nation 
of  at  least  1.3  billion  people  belonging  to  56  ethnic  groups  speaking  scores  of  distinct  languages  and 
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dialects?  How  do  you  overcome  a  physical  infra¬ 
structure  that  can  make  travel  and  trade  among 
the  nation's  22  provinces  (23,  if  you  count  Tai¬ 
wan,  which  the  Chinese  government  does) 
incredibly  difficult?  How  do  you  get  insights 
from  people  who,  for  the  past  55  years,  have  Lived 
under  a  repressive,  totalitarian  government 
where  answering  the  wrong  questions  fre¬ 
quently  has  highly  negative  consequences? 

It's  not  only  their  own  government  that  the 
Chinese  don't  trust;  they've  been  suspicious  of 
foreigners  since  before  Caesar,  in  part  because 
they  see  other  cultures  as  inferior.  (China  is 
known  as  the  Middle  Kingdom  because  its  peo¬ 
ple  long  believed  that  it  occupied  a  place 
between  heaven  and  Earth.)  Another  reason  for 
their  mistrust  stems  from  previous  wars  fought 
with  Western  nations  attempting  to  gain  access 
to  China's  markets. 

Combine  the  physical  and  cultural  difficul¬ 
ties  of  gathering  demographics 
with  the  lack  of  reliable  data 
from  the  government  itself  and 
it's  easy  to  see  why  China  is  such 
a  tough  numbers  game.  For  the 
new  breed  of  CMOs  schooled  on 
metrics  and  data  analysis,  devel¬ 
oping  a  marketing  plan  for 
China  is  akin  to  time  travel,  back  to  an  era  when 
guesswork,  estimates  andgut  feel  ruled  the  day. 

Those  challenges,  of  course,  haven't  kept  U.S. 
companies  away.  Most  senior  management 
teams  view  the  China  opportunity  as  too  big  to 
ignore — and  they  use  some  of  the  very  numbers 
they  deem  as  unreliable  to  make  their  case.  They 
cite  the  40  cities  in  China  with  populations  of 
more  than  a  million  people  each.  They  trot  out 
World  Bank  numbers  showing  the  Chinese  econ¬ 
omygrowing  at  9  percent  annually  and  its  gross 
domestic  product  (GDP)  increasing  from  $1.1  tril¬ 
lion  to  $1.6  trillion  in  the  past  four  years.  They 
look  at  the  estimates  from  Euromonitor,  a 
provider  of  global  consumer  market  intelligence, 
that  the  percentage  of  China's  citizens  who  own 
a  telephone  will  rise  from  28  percent  to  41  percent 
over  the  next  decade. 

It  all  adds  up  to  a  relatively  untapped — and 
enticing — business  market.  But  looks  can  be 
deceiving.  "The  numbers  on  first  pass  are 
always  very  exciting,"  says  Roy  Tan  Hardy,  VP 
of  marketing  for  Hong  Kong  Disneyland. 

Dig  more  deeply,  and  a  different  story 


Number  of  McDonald's 
restaurants  in  China 


emerges.  Visions  of  mass  markets  and  healthy 
profit  margins  are  replaced  with  a  more  sobering 
reality:  Making  money  in  China  is  hard.  "If  you 
go  into  China  with  a  big  bang  theory  and  satu¬ 
rate  the  whole  country  at  once,  you  may  as  well 
give  your  money  to  charity  because  you're  just 
going  to  lose  it,"  says  James  McGregor,  former 
CEO  of  Dow  Jones's  operations  in  China  and 
author  of  the  book  One  Billion  Customers:  Lessons 
from  the  Front  Lines  of  Doing  Business  in  China. 

Companies  that  have  succeeded  in  China 
have  looked  at  the  country  not  as  one  mass  mar¬ 
ket  but  as  a  massive  number  of  very  small  mar¬ 
kets.  McDonald's,  for  example,  entered  China  15 
years  ago  with  one  restaurant  in  one  city, 
Shanzen.  It  has  slowly  built  up  its  franchises  to 
more  than  700  restaurants  in  17  major  "popula¬ 
tion  areas."  The  marketing  team  doesn't  even 
attempt  to  gather  demographics  on  the  entire 
country.  "It's  not  like  we're  trying  to  research  all 
1.3  billion  people  every  day," 
says  Dean  Barrett,  McDonald's 
senior  VP  of  global  marketing. 
'We've  concentrated  our  efforts 
in  the  cities  we're  in." 

McDonald's  executives  felt 
the  chain's  initial  marketing 
approach  must  be  focused  on 
consumers  in  the  areas  around  its  first  restau¬ 
rants;  although  the  Golden  Arches  were  famil¬ 
iar  to  some  Chinese,  the  company  was  basically 
starting  from  scratch  in  building  its  brand. 

'We  were  talking  to  our  customers  in  those 
local  areas  about  who  we  were,  what  our  brand 
identity  was  and  how  that  could  fit  into  their 
culture  and  lifestyle,"  says  Barrett.  The  com¬ 
pany  invited  customers  in  to  see  the  restaurants 
and  sent  store  managers  out  to  talk  to  schools 
and  other  groups.  It  wasn't  until  1996 — five 
years  after  that  first  restaurant  opened  in 
Shanzen — that  the  company  bought  its  first 
nationwide  ads  on  Chinese  television.  "In  order 
for  national  marketing  to  be  successful,  it  has  to 
be  built  on  a  local  base,"  says  Barrett. 

Even  on  a  local  scale,  however,  good  market 
research  is  a  significant  challenge.  Neither  the 
government,  nor  the  companies,  nor  anyone 
else  knows  much,  if  anything,  about  what  Chi¬ 
nese  consumers  earn  or  spend.  They're  not  even 
sure  that  there  are  1.3  billion  of  them.  Commu¬ 
nism  has  made  deceiving  the  government  a 
national  pastime. 


Case  in  point:  Since  the  late  1970s,  the  state  has 
restricted  many  families  to  havingjust  one  child. 
As  a  result,  some  experts  believe  that  tens  of  mil¬ 
lions  of  "extra"  children  have  been  hidden  from 
census  takers,  meaning  the  government's  census 
could  be  offby  as  much  as  250  million  people — or 
slightly  less  than  the  entire  U.S.  population. 

As  unreliable  as  the  census  numbers  may  be, 
granular  demographic  information  is  even 
harder  to  pin  down.  "You  really  have  to  peel 
away  the  numbers,"  says  Disney's  Hardy.  "To 
get  to  statistics  that  you  want,  you  have  togo  in 
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of  China,  "we  couldn't 
convince  ourselves  we 
could  make  money." 

-MICHAEL  MATTHEWS,  CMO,  AMDOCS 


a  very  indirect  way." 

In  developing  the  marketing  plan  for  the 
launch  of  Disney's  first  theme  park,  Hong  Kong 
Disneyland,  which  opened  in  China  last  Sep¬ 
tember,  Hardy's  team  determined  that  average 
income  or  family  size  was  less  important  than 
people's  awareness  of  the  Disney  brand  and  the 
classic  Western  stories — such  as  Cinderella — 
around  which  the  parks  are  built.  The  group 
found  that  consumers  in  Hong  Kong  had  agood 
knowledge  of  many  of  Disney's  classic  charac¬ 
ters  and  stories  and  that  26  percent  had  already 


been  to  a  Disney  theme  park. 

Outside  of  the  immediate  Hong  Kong  area,  the 
story  was  a  bit  different.  In  the  region  within 
300  miles  of  Hong  Kong — containing  an  esti¬ 
mated  140  million  people — the 
company  found  that  while  a  lot  of 
Chinese  were  familiar  with 
Mickey  Mouse,  less  than  1  percent 
had  ever  been  to  one  of  its  parks. 

"The  Disney  brand  was  clearly 
recognized," says  Hardy.  "But  the 
understanding  of  the  brand — its 


stories  and  characters — aren't  as  deep  in  China." 

As  a  result,  the  company  created  a  marketing 
plan  for  the  new  park  that  focused  on  showing 
the  films  and  telling  the  stories  of  Robin  Hood, 
Snow  White  and  other  charac¬ 
ters,  rather  than  on  the  park's 
features  and  attractions. 

RISK  VS.  REWARD 

In  Hong  Kong,  the  Western- 
style  economy,  infrastructure 
and  culture  makes  market 


number  crunch 

$i 

150  mil  ion  Chinese 
people  live  on  less  than 
a  dollar  a  day 
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NOt  All 

Markets 
Are  Created 
Equal 


China  consists  of  markets  that  vary  widely  by 
geography,  population  and  wealth. The  nation's 
richest  provinces  are  found  along  its  coast— an 
area  that  has  enjoyed  high  economic  growth  and 
investment  in  recentyears,  as  well  as  rapidly  ris¬ 
ing  incomes.  Today,  some  of  that  development  is 
beginningto  move  westward  and  inland. Two  up- 
and-coming  provinces  with  growing  economies 
and  incomes  are  Sichuan  and  Guangxi. 
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Provinces  Ranked  by  Per  Capita  GDP  (2004) 


HIGHEST 

Per  Capita  GDP 

Average  Annua!  income* 

Population 

Shanghai 

$6,310 

$3,374 

13. 9M 

Beijing 

$3,262 

$1,840 

14. 8M 

Tianjin 

$3,024 

$2,469 

10.3M 

Zhejiang 

$2,471 

$1,747 

48. 8M 

Guangdong 

$2,188 

$1,641 

80.4M 

LOWEST 

Per  capita  GDP 

Average  Annual  Income* 

Population 

Sichuan 

$768 

$933 

92. 8M 

Yunnan 

$707 

$232 

44. 2M 

Guangxi 

$703 

$764 

48. 9M 

Gansu 

$638 

$882 

27.3M 

Guizhou 

$414 

$948 

39.2M 

‘Per  capita 

Degrees  of  Difference 

Incomes  vary  widely  even  in  cities  whose  populations  are  roughly  similar. 

Wuhan  $1,373 

Qingdao  j  $838 

Changchun  $526 

*Each  city  has  approximately  7  million  people  (2004).  Average  income  per  capita. 

NOTE:  2004  interim  data  based  on  historical  growth  rates  and  Chinese  government  estimates.  Beijing,  Chongqing,  Shanghai  and  Tianjin  are  Self-Administered  Municipalities  with  provincial  status.  Hong  Kong  and 
Macao  are  special  administrative  regions  that  officially  retain  economic  and  political  independence. 

SOURCES:  Access  Asia,  China  Economic  Quarterly,  National  Bureau  of  Statistics 
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China 
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9.6M 


Prime 

Numbers 


Country  size  in  square  kilometers 

1.3B 

Total  population 

92% 

Percentage  of  citizens  who  are 
Han  Chinese 

56 


Chinese  aged  20-29 
represent  the  largest 
segment  of  the  popula¬ 
tion.  They  are  more  open 
and  less  conservative 
than  their  elders,  who 
experienced  the 
upheaval  of  the  Cultural 
Revolution. 


Ethnic  groups 


Population  by  Age  Group  (2004) 


0-4  years 
5-9 
10-14 
15-19 
20-29 
30-39 
40-49 
50-59 
60-64 
65+ 


84. 6M  (6. 5%  of  total  population) 

124.4M  (9.6%) 

101. 7M  (7.8%) 

98.7M  (7.6%) 

■■■■■■■■■ I  253. 8M  (19.5%) 


211.7M  (16.3%) 
173.9M  (13.4%) 
I107.6M  (8.3%) 

46. 5M  (3.6%) 

98. 4M  (7.6%) 


32.26 

Median  age 

S1.65T 

Gross  domestic  product 

10 

Chinese  billionaires 

43 

Wal-Mart  stores 

400 

Major  retail  malls 

200J 

Year  all  restrictions  will  lift  on  foreign 
ownership  of  chain-store  operations 

1,000+ 

KFC  restaurants 

SOURCES:  Access  Asia,  CIA:  The  World  Factbook, 
Ernst  &  Young,  Forbes,  Interbrand,  The  Associated  Press, 
World  Bank 


China's  Top  Global 
Corporate  Brands 


BRAND 

INDUSTRY 

Haier 

Electronics 

Lenovo 

Computers 

China  Mobile 

Cell  phones 

Tsingtao  Brewery 

Brewing 

PingAn 

Financial 

Bank  of  China 

Banking 

CCTV 

Television 

AirChina 

Airlines 

Huawei 

Telecom 

Sohu.com 

Internet 
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Leading  Cities  by  Population  (2004) 


Chongqing 

Beijing 

Shanghai 

Chengdu 

Tianjin 

Harbin 

Shijiazhuang 

Wuhan 

Qingdao 

Changchun 


32.3M 


SOURCES:  Access  Asia, 
China  Economic 
Quarterly,  National 
Bureau  of  Statistics 


Follow  the  Money 

Food  remains  the  chief  expenditure  for  Chinese  consumers;  however,  sectors  such  as  health  care, 
housing  and  education  have  seen  the  fastest  growth  in  consumer  spending  in  recent  years. 


Consumer  Expenditure  by  Broad  Sector,  2004 


Food 

Education  &  entertainment 
Clothing  &  footwear 
Housing 

Household  durable  goods 
Transport  &  communication 
Medicine  &  health  care 
Services 


S390B 


Fastest-Growing  Sectors,  1997-2004 


Medicine  &  health  care 


156% 


Housing 


139% 


Education  &  entertainment 
Transport  &  communication 
Household  durable  goods 
Services 
Food 

Clothing  &  footwear 


129% 

126% 


50% 


30% 


NOTE:  Current  prices, 
includes  institutional 
spending  and  expendi¬ 
ture  By  distributive 
trades. 

SOURCES:  Access  Asia, 
China  Economic 
Quarterly,  National 
Bureau  of  Statistics 


SOURCE:  Financial  Times 
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research  more  reliable.  Across  mainland  China, 
the  challenge  is  greater.  That  helps  to  explain 
why  Amdocs,  a  $2  billion  provider  of  customer- 
care  services  to  cellular  service  providers,  was 
hesitant  to  jump  into  the  market.  On  the  sur¬ 
face,  such  a  move  seemed  like  a  no-brainer:  How 
could  approximately  400  million  Chinese  cell 
phone  users  not  represent  a  great  business 
opportunity?  Amdocs'  initial  research,  how- 


same  time  we  sensed  there  was  a  very  definite 
desire  on  the  part  of  Chinese  companies  to  be 
offering  our  land  of  Western-style  services." 

As  it  turned  out,  divining  ARPU  was  easy 
compared  with  gathering  other  consumer  data. 
In  an  economy  that  still  relies  heavily  on  paper 
money,  most  cellular  customers  were  using 
cash  to  settle  up  their  monthly  bills  or  to  pur¬ 
chase  prepaid  phone  cards.  That  eliminated  the 


Chris  Hassall,  Procter  St  Gamble's  vice  presi¬ 
dent  for  Greater  China,  counters  that  Chinese 
consumers  are  slowly  coming  around  to  the 
value  of  legitimate  brands  over  cheap  imita¬ 
tions.  "Because  Head  &  Shoulders  provides 
superior  value  to  the  consumer,  we  can  sell  it  at 
a  price  that  also  provides  a  healthy  return  for 
us,"  he  says,  without  providing  specifics. 

Companies  in  service-oriented  industries  are 


"It's  not  like  we're  trying  to  research  all  1 .3  billion  people  every  day." 

-DEAN  BARRETT,  SENIOR  VP  OF  GLOBAL  MARKETING,  MCDONALD'S 


ever,  suggested  just  the  opposite — that  Chinese 
cell  phone  users  are  incredibly  price  sensitive, 
with  many  going  so  far  as  to  have  separate 
phones  for  incoming  and  outgoing  calls  to  save 
money.  The  likelihood  of  them  paying  extra  for 
add-on  services  was  remote. 

But  the  company  was  under  a  lot  of  pressure 
from  investors  and  analysts  to  ride  the  telecom 
boom  in  China,  from  which  cell  phone  makers 
such  as  Motorola  were  reaping  huge  profits. 
There  was  just  one  problem  nagging  the  execu¬ 
tive  team:  'We  couldn't  convince  ourselves  we 
could  make  money,"  says  Michael  Matthews, 
Amdocs'  CMO. 

In  order  to  project  how  much  consumers 
might  be  willing  to  spend  on  Amdocs'  services, 
the  company  (working  with  a  local  partner) 
began  tracking  the  average  revenue  per  user 
(ARPU)  of  four  Chinese  telecom  service 
providers.  The  magic  ARPU  number  that 
Amdocs  executives  felt  would  indicate  a  market 
for  their  services  was  $10  a  month;  initially, 
however,  ARPUs  were  tracking  in  the  $2  to  $5 
range.  When  the  average 
reached  the  $5  to  $10  range, 

Amdocs  took  the  bait.  It  pur¬ 
chased  the  Chinese  company  it 
had  partnered  with  and  entered 
the  market  last  August,  even 
though  the  ARPU  wasn't  con¬ 
sistently  where  the  executives  wanted  it.  Chalk 
that  flexibility  up  to  the  China  dream:  The  prom¬ 
ise  of  higher  profits  was  worth  the  risk. 

"In  the  last  12  months  we  got  to  a  comfort 
level,"  says  Matthews.  'We  believe  there  is  a 
growing  demand  for  more  sophisticated  offer¬ 
ings  from  communication  providers.  At  the 


trove  of  data  Amdocs  could  gather  via  credit 
card  transactions. 

With  limited  data  at  their  fingertips,  many 
companies  rely  on  consultants  and  other  third 
parties  to  provide  demographics,  which  many 
foreign  businesses  acknowledge,  can  be  a  crap 
shoot.  "Everyone's  got  great  aspirations,"  says 
Tom  Nightingale,  vice  president  of  corporate 
marketing  for  Schneider  National,  which 
opened  business  in  China  last  April  to  sell  sup¬ 
ply-chain  management  services  and  software. 
"They'll  promise  the  moon  and  the  stars  but...." 

FAKE  PRODUCTS, 

REAL  CHALLENGES 

No  numbers  discussion  about  China  would  be 
complete  without  talcing  into  account  the 
potential  financial  impact  of  counterfeiting. 
Everything  from  software  to  manufacturing 
components  to  packaged  goods — even  the  pack¬ 
ages  themselves — are  at  high  risk  of  being  ille¬ 
gally  copied  and  sold  against  legitimate  products 
(see  "Faking  It,"  www.cmomagazine.com/1201 05). 

With  fast-moving  consumer 
goods,  it's  not  the  products  them¬ 
selves  that  are  getting  copied,  but 
the  packaging,"  confirms  Joe 
Studwell,  editor  of  China  Economic 
Quarterly  and  author  of  the  book 
The  China  Dream. 

Low-priced  knockoffs  are  a  hit  with  price- 
sensitive  Chinese  consumers,  particularly 
when  it  comes  to  commodity  goods  such  as 
soap,  toiletries  and  household  cleaners.  "People 
[in  China]  won't  pay  a  premium  for  that,"  says 
Studwell.  "The  money  they  have,  they'd  rather 
spend  on  a  mobile  phone." 


better  positioned  than  product-focused  compa¬ 
nies  to  succeed  in  China  because  they  are  more 
immune  to  counterfeiting  and  can  offer  Chinese 
consumers  something  many  are  desperate  for:  a 
genuine  Western  experience.  "You  can't  copy  a 
culture,  a  motivation  or  an  innovation,"  says 
McDonald's  Barrett.  "[McDonald's  founder]  Ray 
Kroc  once  told  me  anybody  can  sell  hamburgers, 
but  only  McDonald's  can  sell  the  experience." 

The  sum  total  of  this  numbers  game?  CMOs 
and  other  senior  executives  should  build  a  lot  of 
extra  time,  effort  and  money  into  their  market¬ 
ing  plans  for  China.  From  gathering  consumer 
data  to  developing  the  right  relationships  (see 
"It's  Not  What  You  Know...,"  Page  30)  to  navi¬ 
gating  the  byzan tine  government  channels,  get¬ 
ting  things  done  is  simply  harder  in  China. 

"Ensuring  the  necessary  governmental 
approvals  were  in  place  took  several  months 
longer  than  we  would  expect  in  most  other 
countries,"  says  Schneider  National's  Nightin¬ 
gale.  The  impact,  he  adds,  is  felt  not  just  in  time 
spent,  but  in  the  extra  effort  expended  to  get 
things  done  against  a  tight  deadline.  "The  expec¬ 
tations  are  high  and  fast,  given  the  size  of  the 
market,"  he  says. 

That  is  the  great  paradox  of  doing  business  in 
China:  No  matter  the  potential  problems,  the 
numbers  are  literally  too  big  to  ignore.  "If  you 
believe  what  you  see  by  walking  the  streets  of 
the  major  cities  of  China,  there  may  be  a  middle 
class  now  of  between  200  million  and  300  mil¬ 
lion  people,"  speculates  McGregor,  the  author. 
"That's  one  hell  of  a  market."  • 


Senior  writer  Constantine  von  Hoffman  can  be  reached  at 
cvonhoffman@cxo.  com. 
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Back  to  the 
Future 


Chinese  campaigns  are  a  surprising  mix  of  old  and  new 

techniques  By  Maria  Trombly  and  Bill  Marcus,  Shanghai 


Jim  Murphy  learned  about  marketing  to  Chinese 
customers  in  bars. 

When  he  first  came  to  China  in  December  of  2004,  he  didn't  think  that  con¬ 
sumers  here  could  afford  or  were  interested  in  the  relatively  pricey  Jack  Daniel's 
whiskey  that  his  company,  Brown-Forman,  produced. 

But  Murphy,  Brown-Forman's  global  marketing  director,  soon  noticed  that 
every  bar  he  visited  in  the  major  cities  of  Shenzhen,  Shanghai  and  Beijing  were 
stocked  with  expensive  imported  liquor. 

"The  whole  trip  was  an  epiphany  for  me — just  to  see  howpeople  are  living,"  says 
Murphy,  who  is  now  fighting  to  change  minds  within  his  own  company.  Three 
week-long  sessions  of  observing  Chinese  patrons  in  bars  and  stores  made  him  one 
of  Brown-Forman's  biggest  advocates  for  a  significant  spending  increase  in  China 
to  build  awareness  of  the  brand  using  on-premise  marketing  and  other  techniques. 

Jack  Daniel's  is  recruiting  new  customers  with  a  guerrilla  marketing  approach 
that  this  year  will  expand  to  include  200,000  high-visibility,  onsite  promotions 
in  the  trendy  nightspots  in  major  Chinese  cities — a  far  cry  from  the  hills  of  Ten¬ 
nessee  where  the  whiskey  is  produced. 

"Being  in  a  techno-disco  club  doesn't  really  fit  Jack  Daniel's  brand  equity,"  says 
Murphy.  But  the  new  approach  is  working:  Jack  Daniel's  sales  have  doubled  in  China 
during  the  past  year.  "This  is  our  biggest  mid  to  long-term  opportunity,"  he  adds. 

Like  other  U.S.  marketers,  Murphy  is  learning  some  valuable  lessons  about  build¬ 
ing  a  brand  in  China.  The  marketing  model  is  evolving  as  a  curious  mix  of  the  new 
and  the  old.  Chinese  consumers  who  have  access  to  the  Internet  and  wireless  tech¬ 
nology  are  eagerly  embracing  these  modern  channels  of  communication.  But 


because  the  consumer  culture  is  new,  and 
because  quality  control  is  still  a  challenge  for 
many  companies  in  China,  Western  companies 
are  focusing  their  brand  messages  around  the 
basics:  quality,  benefits  and  values.  It's  a  page 
right  out  of  the  1950s  marketing  handbook. 

"The  [current]  focus  in  advertising  [in  China] 
is  indeed  what  happened  half  a  century  ago  in 
the  United  States,"  says  Stephan  Montigaud,  a 
managing  director  for  the  Milan-based  market¬ 
ing  consultancy  FullSix. 

The  pipes  for  that  messaging,  however,  are 
quite  different  from  the  post-World  War  II 
United  States.  China  has  almost  400  million  cell 
phone  users,  tops  of  any  country,  according  to 
research  firm  Computer  Industry  Almanac. 
Text  messages  are  particularly  popular  here, 
given  their  low  cost  and  convenience. 

That's  why  companies  such  as  Disney  are 
investing  more  in  mobile  campaigns,  promoting 
services  such  as  downloadable  ring  tones  and 
text  messaging.  Some  companies  combine  these 
campaigns  with  TV  programs  such  as  the  recent 
American  Idol- style  Super  Girl  contest,  which 
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Olympic  Dreams 

THE  2008  SUMMER  Olympics  in  beijing  may  provide  the  first  real  national  platform 
for  U.S.  companies  to  bring  their  marketing  messages  across  the  full  Chinese  landscape. 

It  is  difficult  to  overstate  the  importance  the  Chinese  government  is  placing  on  these 
Olympics.  Politicians  see  the  Beijing  Games  as  a  showcase  of  the  new,  economically  vibrant 
China  and  are  building  37  stadiums  and  gymnasiums,  1 86  miles  of  subway,  and  nearly  400  miles 
of  highway  in  and  around  Beijing  to  support  them.  Another  telling  example  of  how  important  the 
Games  are:  The  government  is  even  cracking  down  effectively  on  counterfeit  Olympic  symbols. 

China's  rulers  views  the  Olympics— and  sports  in  general— as  a  healthy  and  nonpolitical  out¬ 
let  for  its  citizens'  enthusiasm.  Any  marketing  activities  to  promote  that  feeling  receive  the  gov¬ 
ernment's  blessing.  "It's  one  of  the  veils  that's  been  pulled  off,"  says  John  Rowady,  president  of 
Revolution,  a  sports  marketing  firm  with  strategic  alliances  in  China.  "Sport  images,  athletes  and 
athletic  events  are  things  that  the  government  will  let  companies  build  interest  in." 

Tie  this  in  to  the  deep  national  pride  already  felt  by  the  Chinese,  and  you  can  see  why  compa¬ 
nies  are  expecting  huge  and  devoted  audiences  to  watch  these  Games— and  all  the  messages 
that  go  with  them.  -  Constantine  von  Hoffman 


built  huge  awareness  for  the  sole  2005  sponsor, 
Mongolian  Cow  Sour  Yogurt.  That  awareness 
had  a  direct  impact  on  the  company's  bottom 
line.  "After  the  contest,  our  sales  doubled,"  says 
Xianhong  Sun,  the  Mongolian  Cow  Dairy's  VP 
of  marketing,  "and  the  increase  will  be  even  big¬ 
ger  at  the  end  of  [2005]."  Once  China's  third- 
largest  dairy,  the  company  is  now  the  biggest. 

LOYAL  SUBJECTS 

As  companies  look  for  new  ways  to  reach  poten¬ 
tial  customers,  they're  also  innovating  in  the 
ways  they  gather  information  about  those  con¬ 
sumers.  Reliable  demographic  data  about  Chi¬ 
nese  consumers  is  hard  to  come  by  (see, 
"Counting  in  Chinese,"  Page  20).  What  data 
there  is  about  customer  behavior  comes  from 
official  ministries  and  is  often  unreliable,  says 
Paul  French,  China  analyst  for  Access  Asia,  a 
Shanghai-based  market  research  firm.  "And 
there's  not  a  lot  you  can  do  about  it  since  it 
comes  from  the  government,"  he  adds. 

To  address  the  lack  of  good  customer  data, 
lpyalty  programs  are  becoming  more  popular. 
One  such  program  is  offered  by  SmartClub  Loy¬ 
alty  Management,  which  tracks  the  buying 
habits  of  some  1 3  million  Chinese,  most  of  them 
white-collar  workers,  says  Henry  Winter, 
SmartClub's  CEO.  Ninety  percent  of  the  mem¬ 
bers  register  at  SmartClub's  website,  entering 
demographics  information  to  participate  in 
prize  drawings  and  redeem  loyalty  points — 
accumulated  through  purchases  from  partner 
companies — for  iPods  or  concert  tickets. 

McDonald's  has  partnered  with  SmartClub 
to  tap  into  demographic  information  about  loy¬ 
alty  club  members  who  frequent  its  restau¬ 
rants.  The  company  has  equipped  its  checkout 
counters  with  smart  card  readers  to  track  the 
purchases  of  SmartClub  members  in  some  cities 
via  the  transportation  cards  the  members  use 
to  ride  buses  and  subways.  McDonald's  then 
uses  the  consumer  data  that  SmartClub  houses 
to  e-mail  coupons  or  special  offers  to  frequent 
customers,  track  customer  behavior  and  meas¬ 
ure  whether  the  offer  created  more  sales. 

BASICTRAINING 

These  types  of  mobile  messaging  campaigns  are 
not  unique  to  China.  Nor  are  commercials  play¬ 
ing  on  LCD  screens  mounted  in  elevators  and 
behind  supermarket  checkouts.  What  sets 


them  apart  is  the  content,  much  of  which  is  of 
the  old-fashioned  variety. 

Western  companies  are  talcing  advantage  of 
their  skills  at  selling  aspirational  values  for  their 
brands,  says  FullSix's  Montigaud.  Commercials 
educating  consumers  about  how  to  use  a  prod¬ 
uct  are  also  popular,  as  are 
expert  testimonials — even  for 
basic  products  such  as  tooth¬ 
paste.  (The  World  Health  Orga¬ 
nization  reports  that  the  use  of 
fluoride  toothpaste  is  still  not 
the  norm  in  China,  and  the 
Chinese  Preventive  Medicine 
Society  reports  that  half  a  bil¬ 
lion  citizens  never  brush  their  teeth — an  asser¬ 
tion  that  the  China  Dentists  Association 
disputes.) 

As  they  go  back  to  the  basics,  some  U.S.  mar¬ 
keters  will  find  the  need  to  tweak  their  values- 
based  messaging.  In  September,  halfway  into  a 


three-city  focus  group  tour,  Brown-Forman's 
Murphy  gained  an  insight:  Jack  Daniel's  story 
about  how  its  product  is  made  in  the  sweet  hills 
of  the  American  South  wasn't  going  to  fly  in 
China. 

"Rural  imagery  in  China  doesn't  convey  pre¬ 
mium,"  he  said.  In  many  cases,  it's 
just  the  opposite:  The  Cultural 
Revolution,  in  which  city  resi¬ 
dents  were  sent  to  perform  forced 
labor  on  farms,  has  helped  destroy 
any  semblance  of  nostalgia  about 
rural  living. 

Now,  Jack  Daniel's  is  positioned 
as  a  very  American,  masculine  and 
self-confident  whiskey — even  if  Chinese  con¬ 
sumers  prefer  it  mixed  with  sweet  green  tea 
instead  of  served  straight  up.  • 


MariaTrombly  and  Bill  Marcus  are  freelance  writers  based 
in  Shanghai.  Send  comments  to  cmofeedback@cxo.com. 
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It's  Not  what 
You  Know... 


It's  who  you  know. 
No  local  connections  in  China?  No  chance. 

By  Constantine  von  Hoffman 


in  China,  markets  aren't  always  defined  by  something  that  can  be 
mapped— such  as  a  province,  a  city  or  a  region  .  Markets  can  also  be  defined 

by  a  nearly  invisible  network  of  relationships.  It's  not  just  what  you  know  but  who  you  know — 
and  who  they  know — that  counts. 

The  Chinese  have  a  word  for  it :  guanxi,  a  Mandarin  term  that  loosely  translates  as  "network  of 
influence."  Guamci  is  rooted  in  the  deep  sense  of  family  loyalty  that  permeates  the  culture.  "Famil¬ 
ial  piety  here  means  a  person  sends  home  10  percent  of  every  paycheck  to  his  parents — whether 
the  parents  need  it  or  not,"  says  Roy  Tan  Hardy,  vice  president  of  marketing  for  Hong  Kong  Dis¬ 
neyland.  Aperson's  identity  is  so  interconnected  with  his  family  that  in  order  for  the  individual  to 
be  a  success,  his  family  must  also  be  seen  as  successful.  As  a  result,  loyalty  to  the  group  is  much  more 
important  than  in  the  West. 

The  tight  social  networks  that guanxi  encourages  are  very  different  from  those  found  in  Western 
societies.  In  the  United  States,  for  instance,  it's  common  practice  to  meet  someone  once  and  then 
offer  to  put  that  individual  in  touch  with  a  friend,  colleague  or  business  partner. 

"In  China  it  would  be  completely  inconceivable  that  you  would  do  that,"  says  Rita  Gunther 
McGrath,  an  associate  professor  at  Columbia  Business  School  who  advises  companies  on  doing  busi¬ 
ness  in  China. 

American  politician  Tip  O'Neill  once  famously  remarked  that  "All  politics  is  local."  Insert  the 
word  "business"  for  "politics,"  and  the  challenge  U.S.  marketers  face  in  China  when  it  comes  to  guanxi 
becomes  abundantly  clear. 
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Relationships  will  literally  define  where  you 
can  do  business  in  China,  according  to  Mark 
Palazzo,  vice  president  and  general  manager  of 
the  Transport  and  Access  Networks  Business 
unit  for  Scientific- Atlanta  (S-A),  a  $1.9  billion 
maker  of  transmission  and  distribution  equip¬ 
ment  to  cable  television  providers  and  telecom¬ 
munications  companies. 

As  S-A  has  learned,  making  the  right  friends 


and  influencing  the  right  people  can  be  tricky. 
"It's  amazing  the  degree  of  difficulty  that  gets 
added,"  says  Palazzo. 

S-A  entered  China  13  years  ago  and  is  based 
in  Shanghai.  Early  on  it  chose  a  key  distributor 
that  claimed  to  have  connections  that  could 
help  the  company  land  new  business  in 
Chengdu,  a  huge  city  west  of  Shanghai  in 
Sichuan  province.  But  the  claims  were  greatly 


exaggerated:  the  distributor  had  no  Chengdu 
connections. 

"Often  you  will  have  a  distributor  bring  you 
in  to  the  one  person  he  knows  in  an  area  and 
they  say,  'This  guy  is  great,  I've  been  working 
with  him  for  years.'  But  then  it  turns  out  that's 
the  only  person  there  that  the  distributor 
knows,"  says  Palazzo. 

The  misstep  provided  a  hard  lesson  for  S-A:  It 


Be  Prepared  forthe  Worst 

A  PR  crisis  in  China  is  inevitable  for  any  U.S.  business.  Here's  howto  minimize  the  damage. 

By  Sumner  Lemon,  Beijing 


if  you  handle  marketing  for  a  high- 
profile  U.S.  company  that  does  business  in 
China,  prepare  for  a  public  relations  crisis. 
Sooner  or  later,  you're  bound  to  face  a 
tornado  of  bad  press  from  the  Chinese 
media. 

Take  the  case  of  Google.  The  company's 
decision  to  hire  former  Microsoft  executive 
Kai-Fu  Lee,  who  is  well-known  and  highly 
regarded  in  Chinese  technology  circles,  at  first 
garnered  volumes  of  favorable  press  coverage 
in  China.  But  just  a  month  later,  the  media's 
tone  was  quite  different.  The  reason?  A 
change  made  in  Google  Maps  to  the  name 
used  for  Taiwan— from  "Taiwan,  Province  of 
China"  to  "Taiwan"— provoked  a  critical 
response  from  Chinese  journalists  and  com¬ 
mentators  who  saw  the  change  as  an  attempt 
to  undermine  Chinese  sovereignty  over 
Taiwan. 

Taiwan's  political  status  is  one  of  the  most 
sensitive  issues  in  China,  which  views  Taiwan 
as  a  renegade  province  and  has  repeatedly 
threatened  war  if  the  island  off  the  south¬ 
eastern  coast  seeks  independence  from  the 
mainland  government. 

Shortly  after  Taiwan's  name  was  changed 
in  Google  Maps,  China's  online  media  sites 
were  abuzz  with  criticism  of  Google,  including 
articles  titled  "Google  Crisis:  Where  Did  Kai-Fu 
Lee  Go?"  and  "Google  Grabs  the  Chinese 
People  by  the  Balls." 


U.S.  companies  that  do  business  in  China 
have  to  be  sensitive  to  Chinese  national  pride 
and  national  purpose;  anything  that's  per¬ 
ceived  as  going  against  these  two  things  can 
spell  trouble,  says  James  McGregor,  author  of 
the  recently  published  book  One  Billion 
Customers:  Lessons  from  the  Front  Lines  of 
Doing  Business  in  China  and  the  former  chief 
executive  of  Dow  Jones'  operations  in  China. 

Chinese  journalists  aren't  generally  well- 
trained  and,  because  they  are  often 
prohibited  (either  by  the  government  or  their 
editors)  from  writing  stories  that  criticize 
local  companies,  foreign  companies  end  up  in 
their  gun  sights,  McGregor  says.  "They  will 
write  bad  things  about  your  company  and 
take  pay  from  your  Chinese  competitor,"  he 
says,  adding  that  sometimes  "they  will  just 
make  stuff  up." 

To  get  your  company's  point  of  view  across 
in  China,  McGregor  recommends  taking  a 
page  from  the  playbook  of  the  Chinese 
Communist  Party:  Keep  a  low-key  propaganda 
campaign  going  at  all  times.  "Do  not  wait  for 
trouble  to  happen  to  you,"  he  says.  "Be  proac¬ 
tive."  This  means  developing  relationships 
with  key  reporters  and  publications  to  ensure 
that  your  point  of  view  is  out  there. 

That's  often  easier  said  than  done.  "The 
Chinese  media  is  skeptical  of  all  multination¬ 
als,"  says  Stephanie  Sim,  a  senior  trainer  at 
Hill  &  Knowlton  who  specializes  in  crisis  com¬ 


munications  and  issues  management.  "It's  as 
if  you're  guilty  until  proven  innocent.  You  have 
to  prove  yourself  to  be  a  worthy  partner." 

The  best  way  to  handle  a  crisis  once  it  has 
broken  is  to  meet  in  person  with  editors  and 
reporters  at  the  publications  that  are  critical 
of  your  company  to  explain  your  side  of  the 
story,  says  McGregor.  You  can  also  approach 
journalists  at  other  publications  that  might  be 
more  sympathetic  to  your  cause,  he  says. 

When  addressing  the  media  in  a  crisis  situ¬ 
ation,  companies  need  to  do  three  things, 
according  to  David  Wolf,  president  and  CEO  of 
Wolf  Group  Asia,  a  Beijing-based  media  con¬ 
sultancy.  First,  they  need  to  show  they  are 
making  a  public  effort  to  get  to  the  bottom  of 
the  problem  and  solve  it.  Second,  they  need 
to  make  an  effort  to  make  remuneration 
where  it  is  necessary.  And  third,  they  need  to 
prove  that  they're  doing  something  to  make 
sure  the  problem  won't  happen  again. 

"The  difficulty,"  Wolf  says,  "comes  when 
you  have  a  company  that  either  clams  up  or 
is  afraid  of  appearing  to  take  responsibility 
because  they  are  concerned  about  liability." 

Above  all,  the  Chinese  expect  foreign  com¬ 
panies  to  take  responsibility  for  their  actions. 
"If  you  don't  do  that,"  says  Wolf,  "you  look 
like  a  dishonest  player."  • 


Sumner  Lemon  is  a  correspondent  for  the  IDG  News 
Service.  Send  comments  to  cmofeedback@cxo.com. 
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would  take  the  company  years  to  build  the  rela¬ 
tionships  it  needed  to  start  doing  business  in 
Chengdu.  "The  social  networks  are  so  dense  that 
if  you  get  into  the  wrong  network  early,  it  is  very 
hard  to  work  your  way  out  of  it,"  notes  McGrath. 

Due  diligence  is  absolutely  critical  when  it 
comes  to  claims  of  who  knows  whom.  Palazzo 
says  S-A  now  tries  to  get  to  know  the  end  cus¬ 
tomers,  finding  out  who  they  like  to  do  business 
with  and  then  building  a  relationship  with  that 
company  or  person. 

YOU  GOTTA  HAVE  FRIENDS 

Marketing  is  an  activity  that  thrives  on  rela¬ 
tionships — business  and  otherwise.  So  you'd 
think  that  marketers  would  have  an  inside  track 
on  maldng  the  right  connections.  But  making 
those  connections  is  not  as  easy  as 
it  seems. 

Guanxi  isn't  built  in  a  day — it 
can  take  years.  And  cementing 
that  first  connection  doesn't  pro¬ 
vide  instant  entree  to  a  social  net¬ 
work.  Belonging  to  a  certain  set  is 
a  symbol  of  power  and  prestige,  so 
newcomers  must  earn  their  place. 

To  prove  friendship,  you  must 
show  what  you  can  do  for  your 
associate — and  what  you  can  do  for  the  rest  of 
his  group,  whether  they  are  family  members, 
business  partners,  a  trade  organization  or  the 
Communist  Party. 

You  also  have  to  show  that  you  understand 
the  rules  of  the  game.  "It's  things  like  knowing 
when  to  give  a  small  gift,"  says  McGrath.  "Also 
kn  owing  what  land  of  gift  is  acceptable." 

But  building  relationships  in  China  can  be 
risky  even  when  you  know  the  rules.  For 
instance,  an  association  with  a  particular  group 
or  individual  may  land  you  in  private  disputes 
you  never  knew  existed. 

"Let's  say  you  have  agreat  relationship  with 
the  mayor  of  a  small  city,"  says  McGrath.  "If  that 
mayor  is  in  conflict  with  or  not  part  of  the  net¬ 
work  of  the  person  in  charge  of  providing  hous¬ 
ing,  then  you  can't  do  business  with  that 
person."  The  importance  of  loyalty  means  that 
if  the  mayor  discovers  you  are  forming  a  rela¬ 
tionship  with  the  housing  chief,  "they  would 
both  shut  you  out,"  she  adds. 

Good  relations  with  government  officials 
remain  critical  to  corporate  success  in  China. 


One  Fortune  500  executive  who  does  business 
there  said  the  Communist  Party  routinely 
reviews  all  public  statements  about  the  country 
made  by  a  company's  senior  management.  If  it 
doesn't  like  what  it  hears,  there  can  be  "reper¬ 
cussions,"  says  the  executive,  who  asked  not  to 
be  named. 

But  the  national  government  also  suffers 
from  political  infighting  and  a  lack  of  commu¬ 
nication  between  its  ministries.  An  edict  issued 
by  Beijing  may  or  may  not  be  enforced  in  the 
provinces  depending  on  the  power  of  the  offi¬ 
cial  who  issues  the  ruling  or  whether  those  in 
the  province  agree  with  it.  Top  communist  offi¬ 
cials  also  pay  less  attention  to  economically 
obscure  or  distant  provinces  than  they  do  to 
major  cities  such  as  Shanghai  or  special  admin¬ 
istrative  regions  such  as  Hong 
Kong. 

Whether  the  political  estab¬ 
lishment  helps,  hinders  or 
ignores  your  company  depends 
largely  on  your  sector  and  its 
importance  to  the  national 
interest.  There  are  some — such 
as  fast  food — that  the  govern¬ 
ment  has  little  interest  in  and  its 
participation  is  minimal. 

"If  your  business  meets  with  the  goals  of  the 
government,  things  can  be  made  much  easier," 
says  James  McGregor,  author  of  One  Billion  Cus¬ 
tomers:  Lessons  from  the  Front  Lines  of Doing  Busi¬ 
ness  in  China. 

Whatever  your  business,  McGregor  and 
other  experts  offer  this  advice:  Avoid  joint  ven¬ 
tures  with  the  government,  which  has  its  own 
agenda.  The  government  often  defines  success 
as  obtaining  technology  or  know-how  instead 
of  turning  a  joint  venture  into  a  viable  com¬ 
mercial  enterprise. 

"The  people  on  the  other  side  of  the  table 
come  out  of  a  political  system,  so  their  motiva¬ 
tion  and  goals  are  often  much  different  than 
yours,"  explains  McGregor.  "They  are  not 
driven  purely  by  business  considerations  but 
by  building  their  own  political  position." 

Scientific-Atlanta  recently  bought  out  all  of 
its  joint  venture  partners,  two  of  which  had 
been  owned  by  the  government.  "Helpful  is  not 
the  word  to  use  there,"  Palazzo  says  diplomati¬ 
cally.  "Obviously  they  were  helpful  in  trying  to 
promote  their  particular  interests.  But  you 


could  debate  whether  that  was  in  the  best  inter¬ 
est  of  the  joint  venture." 

PLAYING  TO  WIN 

So,  how  do  you  improve  your  chances  of  win¬ 
ning  at  thegame  of guanxi?  Some  shortcuts  exist. 
But  be  forewarned:  They're  far  from  guaranteed. 

Pay  to  play.  Invest  millions  or  billions  of  dol¬ 
lars — like  GM  or  Motorola  or  Disney — and  top 
government  officials  will  go  out  of  their  way  for 
your  company.  However,  as  with  any  nation, 
there's  competition  between  various  factions 
and  being  blessed  by  one  politician  may  lead  to 
being  cursed  by  another. 

Hire  local  help.  Chinese  consultants  who 
have  strong  network  ties  can  help  facilitate 
introductions.  They  can't  guarantee  the  rela¬ 
tionships  will  work  out,  but — if  you  find  the 
right  consultant — they  are  essential  guides. 

Wine  and  dine.  When  establishing  a  rela¬ 
tionship,  expect  to  spend  a  lot  of  time  at  meals. 
Palazzo  says  it's  not  uncommon  to  have  two- 
hour  lunches  and  four-hour  dinners.  But  he 
warns  that  during  those,  "You  don't  talk  busi¬ 
ness:  You  talk  about  family.  You  talk  about  who 
else  you  laio  w.  That's  where  theyfindoutif  you 
are  culturally  sensitive  to  the  way  you  do  busi¬ 
ness  in  China." 

Bask  in  reflected  glory.  You  will  be  a  more 
desirable  addition  to  someone's  network  if  you 
are  seen  as  having  a  certain  prestige,  such  as 
being  associated  with  the  right  U.S.  company  or 
university. 

Stress  your  connections.  As  always,  it  helps 
to  have  something  valuable  of  your  own  to 
offer.  The  currency  of  choice  is  being  able  to  pro¬ 
vide  access  to  someone  the  other  party  is  inter¬ 
ested  in — whether  in  China  or  abroad. 

Favors  will  be  granted  and  closed  doors  will 
open  once  you  have  earned  your  way  into  the 
right  Chinese  circles.  "The  closest  thing  to  this 
in  the  U.S.  is  the  old-boys'  network,"  says  Dr. 
Robbie  Blinkoff,  a  consumer  anthropologist 
doing  work  in  China  for  the  Context-Based 
Research  Group,  which  does  ethnographic 
studies  for  corporations.  And,  if  those  relation¬ 
ships  are  harder  to  make  than  here  in  the  West, 
he  says,  they  can  also  be  more  reliable:  "In  China, 
guanxi  is  something  everyone  counts  on."  • 


Senior  Writer  Constantine  von  Hoffman  can  be  reached  at 
cvonhoffman@cxo.  com . 
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Fortune  500 
companies. 


34  January  2006  cmomagazine.com 


•V.  '  ;TSfcS 

'  "0  '  '■ 

_ __ 


February  6-8,  2006 

South  Seas  Resort,  Captiva  Island,  FL 

NEW  FOR  2006 

•  Full  day  symposium  on  optimizing 
investment  in  new  and  non-traditional  media 

•  Leadership  and  Strategy  track  designed 
especially  for  your  company’s  ROMI 
Champion 

•  More  sessions  dedicated  to  best  practices 
and  cross  industry  applications 

•  Panel  session  featuring  the  cooperated 
research  of  an  academic,  agency,  and 
corporate  practitioner 

PROGRAM  HIGHLIGHTS 

•  Give  marketing  a  voice  at  the  business 
management  table 

•  Speak  the  language  of  the  CEO  and  CFO 

•  Assess  and  compare  the  “bang  for  your 
marketing  buck”  across  media 

•  Optimally  incorporate  new  media  into  your 
marketing  mix 

•  Coordinate  marketing  for  synergy  across 
cultures  and  media 

•  Measure  online  returns  beyond  the  click 
through 

•  Develop  a  sturdy  and  repeatable  process  for 
an  accountable  marketing  plan 


9th  Annual 

Return  on 

Marketing 

Investment 


2006 


Balancing  Marketing  Science  with 

Art,  Experience,  and  Intuition 


Create  a  company  culture  that  utilizes  ROMI  to  integrate 
new  media  into  a  charged,  results-driven  marketing  plan. 


Jack  Trout, 

World-Renowned, 
Best  Selling  Author 
and  Marketing 
Strategist 


Michael  Marx, 

Vice  President 
Research  Services, 
Strategic  Marketing, 

VISA 


Deborah  Pike, 

President  and  Chief 
Marketing  Officer, 

ARBY’S 


Anne  Murray, 

Senior  Director, 

Interactive 

Marketing, 

Southwest  Airlines 


Scott  Deaver, 

Executive  Vice 
President,  Marketing, 

Cendant  Car  Rental 


Steve  Druckman, 

Chief  Marketing 
Officer, 

Fresh  Direct 


Terry  Pittman, 

Executive  Director, 
Digital  Services 
Research  Group, 

AOL 


Laura  Marriott, 

Executive  Director, 

The  Mobile 

Marketing 

Association 


Patrick  McGraw, 

Wee  President  of 
Market  Research, 

Duracell/Gillette 


Dwight  Riskey, 

Senior  Vice  President 
of  Global  Consumer 
Insights  and  Business 
Development, 

Frito-Lay  Worldwide 


Produced  by 


Institute  for 
International  Research 


Register  Today! 

Please  mention  keycode: 

XM1821CMO 


Supported  by 


z#'  Th4l& 


Official  Business 
Publication 


Forbes  jtwvoh- 


Group 


Tw  E  NTV •  T  E  P 


®  Marketing"”** 


•••* 

•  mma 


mobile  marketing 

assocatjcri 


& 


Marketing 

Management 

Analytics 


To  Register  ...  Call:  888.670.8200  Fax:  941.365.2507  Email:  register@iirusa.com 

www.iirusa.com/romi 


■ 
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Chinese  marketers  are  aggressively  targeting 
U.S.  consumers  with  a  push  toward  upscale  brands 

By  Samar  Farah 

Tsingtao,  a  lager  brewed  in  the  Chinese  coastal  city  of  Qingdao, 

first  entered  the  United  States  in  1972.  For  three  decades  it  has  been  a  staple  of 

Chinese  eateries  churning  out  chop  suey.  Now,  U.S.  distributor  Barton  Beers  is  hoping  to  expand 
"The  Great  Beer  of  China"  into  upscale  supermarkets  and  fashionable  restaurants  with  trendy  Asian- 
fusion  menus — or,  in  the  words  of  marketing  manager  Tom  Willet,  from  "Chinatown  to  downtown." 

The  beer  is  sporting  an  edgier  look  with  new  labels  and  packaging.  Willet  is  also  hunting  for  a 
new  tag  line,  one  that  will  continue  to  reflect  Tsingtao's  century-old  Chinese  history  while  pro¬ 
moting  the  beer  as  the  choice  for  hipsters  who  have  friends  over  for  spontaneous  stir-fry. 

Tsingtao  is  among  a  growing  list  of  products  that  Chinese  manufacturers  hope  to  vault  into  the 
realm  of  quality,  highly  branded  goods  that  are  popular  with  American  consumers.  "Go  Global,"  an 
official  Beijing  policy,  encourages  Chinese  managers  to  build  leading  global  brands;  in  2004,  the 
government  launched  a  Brands  Promotion  Committee  to  help  companies  move  toward  that  goal. 

These  Chinese  companies  are  setting  their  sights  on  the  U.S.  market  not  because  it  holds  the  most 
potential  or  because  it  is  the  easiest  to  enter.  Many  view  the  U.S.  market  as  a  springboard  to  a  far 
broader — and  potentially  more  lucrative — global  presence.  "The  ultimate  aspiration  of  a  Chinese 
company  will  be  to  succeed  in  the  United  States,  because  if  you  can  make  it  there,  you've  arrived  on 
the  world  stage,"  says  Bernd  Schmitt,  executive  director  of  the  Center  on  Global  Brand  Leadership 
at  Columbia  Business  School. 

That  means  U.S.  marketers  should  brace  themselves  for  a  surge  of  competition  from  the  Far  East. 
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-TOM  WILLET,  MARKETING  MANAGER, 


BARTON  BEERS 


There  will  be  no 
confusion  whatsoever 
thatTsingtao  is  a  strong, 
proud,  Chinese  brand." 
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Most  Chinese  companies  still  face  a  steep  learn¬ 
ing  curve  when  it  comes  to  the  art  and  science 
of  branding.  But  consultants  say  Chinese  mar¬ 
keters  are  eagerly  talcing  notes  on  best  practices, 
and  it's  only  a  matter  of  time  before  their  brand 
savvy  equals  that  of  their  more  experienced 
rivals.  “There  should  be  a  sense  of  urgency 
among  U.S.  marketers,"  says  Jeffrey  Swystun, 
global  director  of  Interbrand.  "Once  Chinese 
companies  grow  in  branding,  we  will  see  them 
be  extremely  profitable." 

Some  Chinese  companies  are  looking  to 
speed  the  learning  curve  by  buying  their  way 
into  U.S.  markets.  Last  year,  several  Chinese 
multinationals,  including  computer  manufac¬ 
turer  Lenovo  and  the  China  National  Offshore 
Oil  Corp.  (CNOOC),  made  head¬ 
lines  with  their  bids  for  U.S.  com¬ 
panies.  Others,  like  Tsingtao, 
appliance-maker  Haier  and  elec¬ 
tronics  manufacturer  SVA,  are 
taking  a  slower  path  by  growing 
their  brand  presence  organically. 

Whatever  their  strategy, 
observers  caution  that  no  com¬ 
pany  can  change  China's  reputa¬ 
tion  overnight  as  the  world's 
largest  stockpile  of  cheap  goods.  In  a  2005  Inter¬ 
brand  survey  of  branding  professionals,  79  per¬ 
cent  stated  that  the  "Made  in  China"  label  hurts 
Chinese  brands.  Chinese  companies  hoping  to 
win  U.S.  customers  will  need  to  overcome  that 
challenge  by  not  only  matching  the  quality  of 
their  domestic  competitors  but  by  surpassing 
it,  and  at  a  lower  cost. 

"Chinese  companies  are  becoming  more 
savvy  to  the  fact  that  if  they  go  global  they  need 
to  be  known  more  for  their  innovation  and 
design,"  says  LiAnne  Yu,  strategic  director  of 
the  China  Insight  Group  at  Cheskin,  a  consul¬ 
tancy.  "And  as  China  begins  to  establish  itself  as 
an  innovation  center  that  has  its  own  unique 
models  and  designs,  there  will  be  a  larger  oppor- 
tunity  to  change  the  negative  connotation  of 
'Made  in  China.'" 

The  challenges  are  similar  to  those  faced  by 
Japanese  and  Korean  companies  during  their 
initial  forays  into  U.S.  markets.  "In  the  '70s, 
'Made  in  Japan'  had  the  same  [low  quality]  mean¬ 
ing.  'Made  in  Korea'  had  the  same  mind-set  [in 
the  1980s],"  says  Deepak  Advani,  CMO  of 
Lenovo,  which  purchased  IBM's  PC  business  in 
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May  2005.  "Now,  when  people  think  of  Sony 
and  Lexus  and  Samsung,  they  have  a  very  dif¬ 
ferent  point  of  view." 

'Ihanks  to  increasingglobalization,  however, 
Chinese  companies  face  a  different  competitive 
landscape  than  the  ones  their  Asian  predeces¬ 
sors  faced  two  and  three  decades  ago.  "If  you  go 
back  20  or  30  years  and  look  at  the  quantity  of 
choice  on  the  market  for  cars  or  electronics,  we 
didn't  have  the  kind  of  commoditization  we 
have  today,"  says  Simon  Sinek,  founder  and 
CEO  of  SinekPartners,  a  marketing  agency. 
"Back  then  you  could  make  a  product  compari¬ 
son  on  rational  levels.  The  Japanese  challenged 
American  companies  with  superior  products  at 
lower  prices.  Whatever  China  is  producing,  it's 
piling  onto  a  heap." 

That  makes  it  even  more 
imperative  for  companies  such 
as  Lenovo  to  focus  their  brand¬ 
building  efforts  on  rising  above 
the  pile.  "The  key  brand  promise 
for  Lenovo  is  really  innovation," 
says  Advani.  "And  not  just  inno¬ 
vation  for  innovation's  sake,  but 
innovation  that  matters  to  our 
customers." 

While  companies  can  gain  immediate  equity 
when  they  buy  an  established  brand,  Lenovo 
will  need  to  work  on  balancing  the  transition 
from  the  IBM  brand  to  its  own  without  alienat¬ 
ing  the  existing  customer  base.  "We  have  a  very 
clear  strategy  of  establishing  Lenovo  as  a  mas¬ 
ter  brand,"  says  Advani,  who  served  as  VP  of 
marketing  for  IBM's  PC  group  prior  to  its  pur¬ 
chase  by  Lenovo.  "And  we're  going  to  continue 
to  leverage  the  IBM  relationship  until  we 
strengthen  Lenovo." 

The  way  to  do  this,  Advani  maintains,  has 
less  to  do  with  advertising  and  more  to  do  with 
buildinggood  products.  "As  the  world  starts  to 
see  Lenovo-branded  products,  concerns  [about 
low  quality]  will  start  to  disappear,"  he  says. 
"Once  customers  start  experiencing  this  brand 
firsthand,  they  won't  need  my  advertising  to 
convince  them  to  see  the  quality." 

Of  course,  that  doesn't  completely  negate  the 
need  for  advertising.  Right  now,  according  to 
Swystun,  Chinese  companies  are  actively  gath¬ 
ering  competitive  intelligence  in  order  tograsp 
the  American  consumer.  "They  want  to  under¬ 
stand  what  motivates  people  to  buy;  they 
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'We  have  a  very 
clear  strategy 
of  establishing 
Lenovo  as  a 
master  brand." 

-DEEPAK  ADVANI, 

CMO,  LENOVO 


haven't  been  in  such  competitive  arenas 
before,"  Swystun  says. 

As  they  strive  to  bring  their  marketing  acu¬ 
men  up  to  speed,  Swystun  sees  a  significant 
advantage  for  Chinese  marketers.  Unlike  their 
U.S.  counterparts,  Chinese  marketing  leaders 
"don't  bring  50  years  of  marketing  baggage,"  he 
says.  "They  will  be  able  to  pick  and  choose  what 
works  best  and  won't  need  to  deal  with  institu¬ 
tional  buildup  of  marketing  practices.  They'll 
be  flexible." 

Moreover,  in  one  regard  at  least,  Swystun 
says  Chinese  marketers  are  already  ahead  of 
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their  U.S.  competitors.  "They're  incredibly  fru¬ 
gal,"  he  explains,  "so  when  they  decide  to  do 
anything  from  a  marketing  perspective,  they 
will  do  so  with  an  intuitive  ROI  model  built  in." 

U.S.  observers  will  see  some  overt  signs  of  the 
Chinese  brand  invasion  in  February,  when 
Lenovo  launches  a  major  campaign  around  this 
year's  Winter  Olympics.  "We  are  going  to  be 
leveraging  the  Olympics  in  a  big  way  to  estab¬ 
lish  Lenovo,  focusing  a  lot  more  on  advertising 
and  PR  around  the  Olympics  theme,"  says 
Advani. 

Other  companies  are  looldng  for  similar  emo- 
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tional  bonds  to  U.S.  consumers.  China's  only 
big-hit  brand  export  to  the  United  States  to  date 
is  basketball  player  Yao  Ming.  Hailing  from  a 
small  Chinese  town  and  playing  center  for  the 
Houston  Rockets,  Yao  has  come  to  represent  an 
old  China  embracing  the  modem  age.  "Fora  Chi¬ 
nese  brand  to  be  successful  in  the  U.S.,  there 
needs  to  be  some  story  like  that  that  bridges 
Chinese  tradition  and  Western  modernity," 
says  Yu. 

Marketers  who  can  craft  such  narratives 
will  be  able  to  break  down  cultural  perceptions 
about  Chinese  companies  that  go  beyond  the 


quality  of  the  products  they  produce.  "People 
have  issues  with  China  that  aren't  related  to 
products,"  says  Pietra  Rivoli,  a  business  profes¬ 
sor  at  Georgetown  University,  referring  in  par¬ 
ticular  to  U.S.  consumer  resentment  over  the 
loss  of  jobs  to  cheaper  Chinese  labor  and  the  U.S. 
business  community's  mistrust  of  the  govern¬ 
ment's  role  in  Chinese  companies. 

These  issues  no  doubt  contribute  to  some 
companies'  decision  to  downplay  connections 
to  China.  Lenovo  has  moved  its  corporate  head¬ 
quarters  to  New  York  City.  A  spokesman  for 
Haier  America,  the  South  Carolina-based  sub¬ 
sidiary  of  the  Chinese  manufacturer,  insists 
that  the  brand  is  American,  not  Chinese.  That's 
a  wise  approach,  believes  Ilklca  Ronkainen,  a 
professor  of  international  business  at  George¬ 
town  University.  "Part  of  the  marketing  strat¬ 
egy  at  this  point  is  to  downplay  country  of 
origin,"  he  says.  "I  don't  think  there's  any 
advantage  to  saying  that  a  brand  is  Chinese 
right  now." 

Plus,  consultants  say  that  consumers  give  less 
thought  today  to  a  brand's  origin,  because  they 
understand  that  many  products  are  an  amalgam 
of  parts  manufactured  in  different  countries. 

Tsingtao's  Willet,  on  the  other  hand,  is  not 
concerned  with  the  negative  connotations  of 
"Made  in  China."  He  has  no  plans  to  conceal  the 
beer's  origins  with  the  upcoming  design  changes. 
"There  will  be  no  confusion  whatsoever  that  this 
is  a  strong,  proud,  Chinese  brand,"  he  says. 

Dig  a  little  deeper,  though,  and  even  Tsing¬ 
tao's  strong  Chinese  heritage  has  a  global  twist. 
As  the  brand's  website  boasts,  the  brewery  was 
founded  in  1903 — by  German  settlers.  • 

Features  Writer  Samar  Farah  can  be  reached  at 
sfarah@cxo.com. 
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It's  rigid. 

It's  process-driven. 

It's  Lean  Six  Sigma, 
and  Xerox  has 
embraced  the  approach 
to  save  millions, 
improve  operations 
and  grow  the  business. 

By  Rob  O'Regan 
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A  clear  commitment  from 
senior  management  helped 
break  down  some  of  the  cul¬ 
tural  resistance  to  applying 
Lean  Six  Sigma,  says  Xerox's 
Michael  MacDonald. 


B2B  Profile 


The  revolution  began  quietly  enough,  with  a  project  in 

August  2003  to  revamp  a  quarterly  newsletter  that  Xerox 
CEO  Anne  Mulcahysentoutto  members  of  the  sales  force 
and  select  customers  following  every  earnings  report. 
At  the  time,  Xerox  was  two  years  into  its  long  climb  back 
to  financial  and  corporate  respectability,  so  providing  a 


regular  message  to  soothe  potential  angst  in  the  field  was  critical 
to  the  company's  turnaround  efforts. 

Revising  a  procedure  for  newsletter  distribution  is  not 
exactly  the  stuff  of  legend,  but  it  was  a  milestone  nevertheless, 
as  it  represented  the  marketing  group's  first  official  Lean  Six 
Sigma  project.  Using  a  Six  Sigma  framework  called  DMAIC 
(define,  measure,  analyze,  improve  and  control),  the  marketing 
team  revised  the  process  for  developing  and  delivering  these 
communiques  to  the  field — using  e-mail  instead  of  hard  copy, 
for  example,  and  providing  more  than  just  financial  news — and 
then  measured  how  effectively  they  were  being  used  by  sales 
teams  handling  the  company's  major  accounts. 

"The  project  wasn't  necessarily  the  strongest  way  to  apply 
DMAIC,"  says  Valerie  Mason  Cunningham,  Xerox's  VP  of  corpo¬ 
rate  marketing  services,  who  oversaw  the  project.  "But  to  mar¬ 
keting  people  who  didn't  think  they  needed  [Lean  Six  Sigma]  at 
all,  it  was  a  way  to  get  people  to  understand  that  marketing  does 
have  processes  and  that  we  can  get  better  at  defining  and  track¬ 
ing  them." 

N  o  w,  nearly  two  and  a  half  years  later,  Xerox's  corporate  mar- 
ketinggroup  (known  as  Global  Accounts  and  Marketing  Opera¬ 
tions,  or  GAMO)  has  fully  embraced  Lean  Six  Sigma,  a  set  of 
principles  that  combines  two  organizational  improvement 
methods  whose  roots  are  far  removed  from  the  marketing  func¬ 
tion:  lean  manufacturing,  which  espouses  efficiency,  and  Six 
Sigma,  which  focuses  on  quality.  To  date,  GAMO  has  deployed 
1,800  Lean  Six  Sigma  projects  to  improve  everything  from  press 
release  distribution  to  thegroup's  marketing  dashboard.  Xerox's 
success  has  even  convinced  its  global  ad  agency.  Young  &  Rubi- 
cam,  to  embrace  Lean  Six  Sigma,  not  j  ust  for  its  client  work  with 
Xerox  but  for  its  own  internal  operations.  (See  "Creative  Think¬ 
ing,"  Page  44.) 

GAMO  President  Michael  Mac  Donald  expects  Lean  Six  Sigma 
projects  to  save  his  group  "multiple  millions"  this  year.  GAMO 
shaved  nearly  half  a  million  dollars  in  marketing  spend  last  year 
despite  a  heavy  investment  in  Lean  Six  Sigma  training  during 
the  initial  development  and  deployment  of  the  programs.  Across 
the  company.  Xerox  generated  $120  million  in  economic  profit 
from  Lean  Six  Sigma  projects  in  2004  alone. 

To  Lean  Six  Sigma's  proponents,  the  frameworks  and  concepts 
are  critical  drivers  of  improved  profitability  and  business  per¬ 
formance  throughout  an  entire  organization.  And  it's  not  just 


about  cost-cutting;  Mac  Donald  and  others  in  his  group  believe 
Lean  Six  Sigma  improvements  help  Xerox  better  serve  customers 
and  partners  as  well. 

To  the  cynics,  Lean  Six  Sigma  methodologies  are  overly  rigid, 
jargon-filled  time-sinks  that  may  work  fine  on  the  factory  floor 
but  can't  possibly  help  functions  such  as  marketing  that  are  less 
process-driven.  But  in  an  environment  where  ROI  and  cost  con¬ 
tainment  are  increasingly  paramount,  more  executive  teams  are 
ignoring  the  naysayers  and  putting  those  principles  to  work 
across  their  companies.  And  that  includes  the  marketing  organ¬ 
ization. 

"Almost  every  place  we  go,  we're  seeing  Six  Sigma  people  com¬ 
ing  into  [marketing]  meetings,"  says  Kevin  J.  Clancy,  chairman 
and  CEO  of  Copernicus  Marketing  Consulting.  That's  a  good 
thing,  he  maintains,  because  of  the  raging  inefficiency  of  most 
marketing  initiatives.  "The  data  is  in,  and  it  is  unequivocal:  Most 
marketing  programs  don't  work,"  he  says.  "That's  what  Six  Sigma 
people  are  charged  with — fixing  those  processes." 

Frameworks  and  Black  Belts 

Motorola  is  credited  with  pioneering  Six  Sigma  techniques  in 
the  1980s  as  a  way  to  improve  its  manufacturing  processes  and 
the  quality  of  its  products.  Lean  manufacturing  derives  from 
Toyota's  legendary  Production  System  (for  which  Toyota  engi¬ 
neers  borrowed  heavily  from  earlier  practices  pioneered  by  Ford 
in  the  early  1900s).  Both  concepts  comprise  a  dizzying  set  of 
frameworks  and  requisite  jargon  (go  to  www.cmomagazine 
.com/0101 06  for  a  glossary),  and  a  significant  investment  in  train¬ 
ing  or  outside  help  to  develop  the  expertise  required  to  manage 
improvement  projects.  (With  a  head-scratching  nod  to  the  mar¬ 
tial  arts,  Six  Sigma  experts  are  designated  as  yellow,  green  or 
black  belts,  depending  on  their  level  of  training  and  project  expe¬ 
rience,  with  the  highest  honor  given  to  "master  black  belts," 
whose  primary  mission  is  coaching  Six  Sigma  teams.) 

Over  the  past  decade,  companies  such  as  General  Electric  have 
extended  Six  Sigma  and  lean  manufacturing  practices  into  other 
corporate  functions,  including  operations,  finance  and,  increas¬ 
ingly,  marketing.  Some,  such  as  Xerox,  are  combining  the  two 
practices  for  a  two-pronged  attack  on  quality  and  efficiency. 

Xerox  embraced  Lean  Six  Sigma  in  its  manufacturing  and  sup¬ 
ply  chain  operations  in  the  1990s  as  part  of  its  ongoing  efforts  to 
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Lean  Six  Sigma  can  help 
eliminate  some  of  the 
complexity  from  marketing 
operations,  says  Valerie 
Mason  Cunningham, 
Xerox's  VP  of  corporate 
marketing  services. 


Lean  Six 

Sigma 

in  Action 

How  Xerox  used  the 
DMAIC  process  to 
develop  a  better 
marketing  dashboard 

DEFINE: 

The  project  team  created  a  charter  to 
clearly  state  the  project's  purpose  and 
scope.  The  charter  used  "voice  of  the 
customer"  techniques  to  determine  the 
metrics  requirements  and  expectations 
of  critical  stakeholders. 

MEASURE: 

To  understand  critical  measures  of  success 
and  establish  baseline  performance,  the 
team  performed  extensive  data  collection 
and  benchmarking.  It  then  held  "structured 
brainstorming"  sessions  to  create  some 
hypotheses  for  the  initial  metrics. 

ANALYZE: 

After  identifying  previous  root  causes  of 
dashboard  failures,  the  team  applied  internal 
and  external  benchmarking  and  other 
screening  tools  to  its  metrics,  arriving  at  a 
final  set  of  metrics  that  were  less  likely  to 
hitsimilarfailure  points. 

IMPROVE: 

To  ensure  common  understanding,  collection 
and  use  of  the  newly  selected  metrics,  the 
team  established  standard  definitions  for 
each  metric.  It  piloted  the  new  dashboard 
and  formalized  explicit  accountability  for 
implementing  it. 

CONTROL: 

To  ensure  successful  long-term  adoption  of 
the  selected  metrics,  the  team  will  not  relin¬ 
quish  ownership  of  the  project  until  stable 
use  of  the  metrics  has  been  achieved— and 
verified  through  quantitative  and  qualitative 
feedback.  source:  xerox 
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improve  efficiencies.  In  late  2002,  however,  with  the  company 
saddled  with  sinking  revenue  and  billions  of  dollars  in  debt,  Lean 
SLx  Sigma  became  a  corporatewide  strategy.  Pockets  of  market¬ 
ing — beginning  with  the  newsletter  project — were  slowly 
brought  into  the  fold. 

The  come-to-Jesus  moment  came  when  Mac  Donald,  a  28-year 
Xerox  sales  and  marketing  veteran,  took  the  helm  of  GAMO  in 
October  2004,  replacing  departed  CMO  Diane  McGarry.  Prior  to 
this  post,  Mac  Donald  had  served  as  president  of  Xerox's  North 
American  Solutions  Group,  which  saved  $65  million  in  2004 
using  SLx  Sigma  processes.  He  saw  no  reason  that  the  marketing 
function  couldn't  realize  similar  gains.  “Lean  Six  Sigma  is  a 
process  that  eliminates  waste — so  it's  something  you  can  use  in 
anything,"  says  Mac  Donald. 

By  last  January,  GAMO  had  begun  its  Lean  SLx  Sigma  efforts  in 
full.  Mac  Donald  brought  in  Brian  Lloyd,  one  of  the  company's 
first  certified  Lean  SLx  Sigma  black  belts,  with  a  charter  to  drive 
Lean  Six  Sigma  changes  throughout  the  group.  "He's  not  a  sales 
guy;  he's  a  process  guy,"  says  Mac  Donald.  "He  has  no  fear.  He 
really  has  helped  drive  this  throughout  the  organization." 

Less  than  a  year  into  the  effort,  Lloyd  confidently  ticks  off  a 
list  of  areas  in  which  GAMO  has  benefited  from  Lean  Six  Sigma, 
including  faster  cycle  times,  faster  response  to  market  demands, 
less  variability  in  processes  and  an  improved  customer  experi¬ 
ence.  "I  don't  think  there's  any  place  within  marketing  where 
the  methodology  doesn't  work,"  he  says. 


Pockets  of  Resistance 

Not  everyone  on  the  marketing  team  was  sold  on  the  idea  that 
something  as  process-oriented  as  Lean  Six  Sigma  could  apply  to 
their  creative-driven  efforts.  But  those  right-brainers  weren't 
given  much  of  an  opportunity  to  hold  on  to  the  old  way  of  doing 
things.  "You're  foolish  to  think  there  isn't  cultural  resistance  by 
people  in  any  organization,"  says  Mac  Donald.  "But  when  they 
see  that  you're  determined  and  the  CEO  is  determined  to  use  it, 
they'll  follow  suit  and  do  it.  There  was  not  a  whole  lot  of  choice." 

Nancy  Wiese  was  one  of  those  executives  who  went  kicking 
and  screaming  to  her  mandatory  green  belt  training.  "I  sure 
didn't  put  my  hand  up  [to  volunteer],"  says  Wiese,  vice  presi¬ 
dent  of  worldwide  brand  marketing  and  advertising  and  an 
18-year  Xerox  veteran.  'We  knew  we  had  to  go  through  it,  but  I 
delayed  it,  rescheduled  it,  and  delayed  it  some  more.  Because 
creative  is  so  subjective,  I  didn't  think  it  would  be  something  I 
could  use." 

Wiese  did  her  one  week  of  training  in  May  of  last  year;  during 
an  interview  last  September,  five  months  into  her  Lean  Six 
Sigma  assimilation,  she  was  still  not  completely  convinced  of  its 
benefits — although  she  did  see  its  potential  in  some  areas  of  her 
group.  "You  really  can't  use  [Lean  Six  Sigma]  for  creative  devel¬ 
opment,"  she  explains.  "What  we're  looking  at  are  process 
improvements  in  the  back  end.  [Lean  Six  Sigma]  has  certainly 
had  us  look  at  things  differently,  though  I  still  feel  it's  more  of  a 
manufacturing  tool." 


Creative 

Thinking 

A  BURNING  QUESTION  for  many  marketing 
executives  staring  in  the  face  of  a  Six  Sigma 
mandate  is  this:  What  impact  will  it  have  on 
creative  development?  Marketers  tend  to 
bristle  at  any  attempt  to  apply  rigid  rules  to 
the  free-flowing  creative  process.  "It  would  be 
hard  to  apply  Lean  Six  Sigma  principles  to  an 
advertising  campaign,"  says  Valerie  Mason 
Cunningham,  Xerox's  VP  of  corporate  market¬ 
ing  services.  "You  have  some  data  points,  but  it 
isn't  a  process  in  which  you  can  use  DMAIC." 

That  lack  of  process  makes  Six  Sigma  imple¬ 
mentation  a  challenge  for  many  marketing 
organizations.  "To  CMOS,  process  is  meetings 
and  due  dates,"  says  Gordon  Wade,  founding 
partner  of  EMM  Group,  a  marketing  consul¬ 
tancy.  "For  Six  Sigma  to  work,  you  need  inputs 
and  outputs.  Most  companies  don't  have  a 

44  January  2006  cmomagazine.com 


complete,  end-to-end  demand-creation 
process." 

So  it  would  seem,  then,  that  an  ad  agency  is 
the  last  place  to  look  for  fans  of  Lean  Six 
Sigma— -until  one  talks  with  executives  at 
Young  &  Rubicam.  inspired  by  the  success 
Xerox  has  had  with  Lean  Six  Sigma,  Y&R  Brands 
Chairman  and  CEO  Ann  Fudge  directed  two 
executives,  Lori  Nicholson  and  Shelley  Dia¬ 
mond,  to  champion  the  expanded  use  of  the 
frameworks  across  the  agency.  Attending  a 
Lean  Six  Sigma  training  event  at  Xerox  in  July 
2004,  Diamond  was  quickly  converted. 

"We  realized  that  we  have  a  ton  of  processes 
at  Y&R  with  a  lot  of  rework  and  inefficiency  in 
what  we  do,"  says  Diamond,  executive  VP  and 
managing  partner  with  Y&R  Brands.  "All  of  us 
have  gotten  into  the  advertising  business  to  be 
idea  driven,  to  drive  sales  for  our  clients,  to 
express  our  creativity.  We  find  that  oftentimes 
we  spend  a  great  deal  of  our  day  doing  wasted 
things,  things  that  our  clients  don't  value." 

That  type  of  insight  is  a  defining  moment  for 
marketers'  understanding  of  Six  Sigma:  that 


done  right,  it  actually  improves  creative  devel¬ 
opment  instead  of  inhibiting  it. 

"Our  currency  is  not  money,  it's  our  creative," 
says  Nicholson,  executive  VP  and  managing 
director  of  Y&R  Brands.  "This  is  all  about 
enabling  our  creative  and  account  people  to  do 
the  best  work  while  eliminating  all  the  waste 
and  the  processes  that  don't  add  any  value. 
That's  where  we've  seen  the  biggest  benefit." 

Eighteen  months  into  its  program,  Y&R  has 
more  than  30  green  belts  globally  and  has  run 
more  than  20  projects,  both  internally  and  with 
Xerox.  Its  other  clients  are  benefiting  as  well. 
"The  clients  see  the  benefits  almost  by  acci¬ 
dent,"  says  Nicholson.  "We  improve  what  we 
do,  so  the  product  we're  giving  them  is  much 
cleaner." 

"Have  we  saved  money?  Sure,"  Nicholson 
adds.  "But  that's  not  what  we're  in  it  for.  We 
haven't  gone  crazy  trying  to  do  ROl  on  a  lot  of 
projects.  In  some  cases  there  will  be  no  pure 
dollar  value.  But  we're  freeing  people  up  to 
really  add  value  for  the  client.  And  that's  been 
huge  to  us."  -R.O'R. 


“You  really  can’t  use  Lean  Six  Sigma 
for  creative  development.  What  we’re 
looking  at  are  process  improvements  in 
the  back  end.” 

-NANCY  WIESE,  VP  OF  WORLDWIDE  BRAND  MARKETING  AND  ADVERTISING,  XEROX 


The  pockets  of  resistance  haven't  kept  Mac  Donald  and  his 
team  from  pushing  forward.  He  estimates  that  80  percent  of 
GAMO's  senior  management  team  is  green  belt  certified  (includ¬ 
ing  Mac  Donald  himself).  Lloyd  says  that  95  percent  of  the  full 
GAMO  staff  has  completed  yellow  belt  training,  and  at  least 
15  percent  were  due  to  become  green  belts  by  the  end  of  2005. 
(Across  the  company,  approximately  2,500  executives  have  been 
trained  as  green  belts,  and  more  than  600  have  been  certified  as 
black  belts  or  master  black  belts.) 

Some  marketing  executives  have  embraced  the  changes  more 
quickly  than  others  have.  Mason  Cunningham  is  on  her  fourth 
Lean  Six  Sigma  project  as  she  works  toward  her  green  belt  cer¬ 
tification.  Her  current  project  involves  acquisition  modeling — 
a  big  step  up  in  sophistication  from  the  2003  newsletter 
initiative. 

"The  marketing  community  understands  [Lean  Six  Sigma]  is 
a  way  for  us  to  start  to  get  complexity  out  of  the  business," 
says  Mason  Cunningham.  "When  you  start,  it  looks  like  you're 
adding  more  process  instead  of  [eliminating]  process.  But  that 
just  shows  that  in  some  of  your  areas  you  hadn't  established  good 
metrics  or  data  points  or  processes.  It  gets  you  in  control." 

Better  control  was  what  Ed  Gala,  VP  of  worldwide  strategic 
public  relations  for  Xerox,  was  seeking  when  he  began  using 
Lean  Six  Sigma  to  streamline  some  of  his  group's  PR  processes. 
'We  don't  use  it  to  create  better  press  releases,"  he  says.  "But  we 
are  looking  at  ways  to  improve  the  dissemination  of  press 
releases  in  a  more  productive  way  so  that  they  require  less 
rework  by  people  in  multiple  countries." 

Xerox  has  also  used  Lean  Six  Sigma  to  improve  its  lead  gener¬ 
ation  process,  in  terms  of  both  quantity  and  quality.  "If  we're  get¬ 
ting  1,000  leads  today,  we  want  to  get  1,500  tomorrow,"  says 
Lloyd.  "But  if  you're  just  sending  leads  to  a  funnel  that  goes 
nowhere,  it's  not  doing  you  any  good." 

Using  DMAIC,  the  project  team  broke  down  the  end-to-end 
lead  generation  and  tracking  processes  and  reduced  or  elimi¬ 
nated  inefficient  or  redundant  steps.  "Once  you  have  the  robust 
process,  you  can  concentrate  on  the  front  end  and  increase 
leads,"  said  Lloyd.  "Now  we  have  specific  measures  that  help  us 
identify  what  revenue  is  being  generated  from  lead  gen  Process 
A  compared  with  lead  gen  Process  B.  Once  we  know  the  critical 
things  at  impact,  that's  where  we  can  drive  increased  revenue." 


Measures  of  Success 

Lean  Six  Sigma  has  emerged  as  a  key  element  of  Mac  Donald's 
efforts  to  take  a  more  quantitative  look  at  marketing's  impact 
on  Xerox's  business.  "Marketing  has  to  be  more  operationally 
focused,"  he  says.  "Are  we  getting  return?  Are  we  really  con¬ 
tributing  to  the  business?" 

He  admits  that  his  group  hasn't  completely  nailed  this  yet. 
"The  measurement  processes  around  marketing  still  aren't  as 
good  as  they  need  to  be,  because  you  still  have  people  who  are 
using  subjective  views,"  says  Mac  Donald.  "That's  still  an  area 
that  we're  working  on.  We're  refining  the  old  marketing  metrics, 
and  we're  maldng  progress." 

In  fact,  one  recent  Lean  Six  Sigma  project  took  on  the  mar¬ 
keting  dashboard  itself  (see  "Lean  Six  Sigma  in  Action,"  Page  43). 
The  old  dashboard  was  hampered  by  a  lack  of  marketing-specific 
metrics,  opting  instead  for  generic  measures  of  business  per¬ 
formance.  "All  we  were  doing  was  pulling  information  together 
that  already  exists  around  the  company,"  says  Mason  Cunning¬ 
ham.  "There  was  really  nothing  saying  that  marketing  was 
effective." 

Mason  Cunningham  and  the  rest  of  the  project  team  looked 
at  delivering  a  new  Web-based  marketing  effectiveness  dash¬ 
board  that  contained  a  concise  set  of  metrics  that  track  per¬ 
formance  of  different  marketing  efforts.  The  new  dashboard, 
launched  last  June,  provides  a  better  view  of  the  short-term 
impact  of  marketing  programs  and  strategic  improvement  of 
marketing  resource  deployment.  "It  enables  better  measurement 
and  analysis  of  marketing  impact  on  company  performance,  as 
well  as  leading  to  better  decision  maldng,"  says  Lloyd.  "At  the 
end  of  the  day  it  has  increased  long-term  profitability." 

The  new  dashboard  provides  a  few  intangible  benefits  as  well: 
an  increased  awareness  among  the  senior  management  team  of 
marketing  performance,  and  the  sharing  of  marketing  best  prac¬ 
tices  across  business  units  and  geographies. 

Above  all,  Lean  Six  Sigma's  most  important  contribution  to 
Xerox's  marketinggroup  may  be  this:  better  alignment  with  the 
rest  of  the  company.  'Whether  I'm  going  into  marketing,  supply 
chain,  manufacturing,  wherever  it  may  be,  we're  all  speaking  the 
same  language,"  says  Lloyd.  "That's  a  huge  benefit."  • 


Editor  in  Chief  Rob  O'Regan  can  be  reached  at  roregan@cxo.com. 
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UNCENSORED  AND  UNAPOLOGETIC 


A  New  Year's  Resolution 
to  Stop  the  Madness 

It's  downright  crazy  to  do  the  same  thing  over  and  over  and 
expect  a  different  result.  Maybe  it's  time  to  do  something  else. 

BY  SERGIO  ZYMAN 


OUR  OVER-INDUL- 
gence  of  business  as  usual 
has  led  to  a  pretty  strong 
hangover.  Going  into  2005, 
you  found  some  wrinkles  in 
the  previous  year's  plan  as  you  added  a  few 
more  promotions  and  events,  not  to  mention 
rolling  out  a  line  extension.  Things  looked 
hopeful,  and  away  you  went.  You  were  forced 
to  reduce  some  ad  spend  to  pay  for  those 
below-the-line  programs;  store  brands  and 
generics  took  a  larger  bite  than  expected;  and 
the  line  extension  succeeded  in  talcing  share 
points  from  the  base  brand — not  the  compe¬ 
tition.  Sound  familiar? 

I  see  it  every  January,  especially  during 
bonus  time.  Unfortunately,  taking  two 
aspirin  and  plowing  along  into  2006  the 
same  way  you  did  in  2005  will  only  lead  to  the 
same  hangover  next  January — and  the  same 
reward. 

Here's  the  problem:  You  got  this  year's  plan 
approved  three  months  ago,  and  now  you're 
committed  to  delivering  what  you  sold.  It's 
got  a  few  new  wrinkles  in  it  and  a  new  target 
or  two  you  intend  to  capitalize  on.  N ow  here's 
the  scary  part:  You  have  to  live  with  your 
vision  of  success  and  deliver  growth  in  an 
environment  that  is  becoming  increasingly 
more  difficult. 

Compound  that  with  a  2006  forecast  that 
will  include  moving  targets,  raw  material 
price  fluctuations,  international  political 
turmoil,  distribution  disasters,  natural  dis¬ 
asters  and  personal  disasters.  It  ain't  gonna 
be  easy. 


But  there's  no  looking  back.  So  what  do 
you  do? 

There's  only  one  thing  you  can  do:  Resolve 
to  get  something  done  this  year!  You  have  to 
commit  to  making  sure  your  plan  not  only 
makes  goal  but  surpasses  it. 

Here's  how  you  do  that. 

Stay  resolved.  Face  the  hard  issues  and 
make  the  hard  choices.  Do  not  back  down 
when  the  inevitable  unpleasant  short-term 
issues  and  push-backs 
eventually  come  up. 

It  may  sound  harsh, 
but  this  is  not  the 
Doris  Day  School  of 
Life  where  a  rosy  "que 
sera,  sera"  attitude  is 
rewarded.  It  won't  be. 

I  have  a  reputation  for  being  a  rough  land 
of  guy.  From  my  days  at  Coca-Cola,  there  is  a 
perception  that  I  am  incredibly  demanding, 
that  I  just  "point  and  shoot"  when  it  comes  to 
getting  done  what  I  think  needs  to  get  done. 
It's  100  percent  true.  I  have  a  view  that  this 
is  the  fairest  way  to  deal  with  whomever 
you're  working  with.  Business  is  not  simply 
about  ideas,  it  is  about  initiatives  and  strate¬ 
gies,  so  cut  all  the  niceties  that  really, 
in  the  end,  get  you  nowhere. 

Stay  focused.  Do  not  get  dis¬ 
tracted  by  the  urgent  at  the  expense 
of  the  important.  Endless  offsites, 
research  debriefs,  agency  meetings, 
employee  issues,  political  jockeying, 
team-building  exercises — all  that 
stuff,  while  significant,  will  obscure 


your  focus.  Remember,  after  a  year  of  all 
those  distractions,  you'll  be  judged  only  on 
whether  you  hit  your  numbers.  You  won't  be 
able  to  use  such  distractions  as  excuses. 

Stay  passionate.  Everyone  takes  your 
lead,  including  the  entire  top  floor  of  your 
company.  So  if  you  don't  believe  in  your  own 
passion  for  your  job,  no  one  else  will  either. 
Your  unwritten  job  description  requires 
you  to  stay  optimistic,  to  lead,  to  get  more 
with  less,  to  embody,  to  excite.  Your  job  as 
Chief  Growth  Officer  is  to  create  both  the 
demand  and  growth  that  starts  and  keeps  the 
machine  running. 

And  marketing  is  the  only  strategic  lever 
left  to  pull  to  achieve  growth. 

Why?  Because  the  old  way  will  be — at 
best — iffy.  You  can't  just  purchase  growth, 
because  the  remaining  acquisition  options 
are  too  expensive  or  too  risky.  And  your  com¬ 
pany  has  probably  already  downsized,  out¬ 
sourced  and  offshored  all  it  can,  which  means 
that  the  finance  people  have  already  done  all 
they  can  do.  And,  much  to  everyone's  dis¬ 
may,  that  once-in-a-lifetime  supercharged 
business  anomaly  called  the  '90s  already 
occurred. 

Marketing  must  now  play  the  central  role 


of  creating,  and  then  capitalizing  on,  demand 
for  your  products  and  services  to  drive  the 
top  and  bottom  lines.  This  is  the  most  relevant 
definition  of  increasing  long-term  productiv¬ 
ity  (the  words  most  used  in  the  CEO  and 
CFO's  office).  And  the  only  way  it  can  now  be 
done.  In  today's  increasingly  dynamic  busi¬ 
ness  environment,  marketing  is  the  last 
strategic  lever  that  management  can  pull  to 
drive  growth.  And  it's  the  battlefield 
where  companies  will  win  or  lose,  and 
where  CM  Os  will  succeed  or  fail. 

That  means  there's  a  lot  depending 
on  you,  now  more  than  ever.  Like  it 
or  not,  you're  in  charge  of  generating 
long-term,  profitablegrowth  for  your 
entire  organization. 

Stay  focused  and  do  not  blink!  • 


Face  the  hard  issues  and  make  the  hard 
choices.  Do  not  back  down  when  the 
inevitable  unpleasant  short-term  issues 
and  push-backs  eventually  come  up. 


SERGIO  ZYMAN 

is  chairman  and 
founder  of 
Zyman  Group 
(www.zyman.com). 
Send  feedback  to 
insider@cxo.com. 
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Customer  Experience 
Management  Conference 

Creating  the  Right  Customer  Experiences 

March  2-3,  Westin  New  York  at  Times  Square 
March  30-31,  Hotel  InterContinental  Chicago 

Sessions  include:  Increasing  the  strength  and  profitability 
of  customer  relationships;  improving  customer  loyalty  and 
retention;  achieving  competitive  advantage;  and  increasing 
the  ROI  of  your  customer  interactions. 

Senior  Marketing 
Executive  Roundtables 

Linking  Marketing  to  the  Bottom  Line 

April  5-6,  InterContinental  The  Barclay  New  York 
May  16-17,  Westin  Chicago  River  North 

Roundtables  will  feature  strategic  discussions  and  case 
studies  that  will  help  clearly  establish  the  link  between  mar¬ 
keting  efforts  and  bottom  line  business  impact.  Insightful 
presentations  from  CMOs  will  cover  topics  including,  fulfill¬ 
ing  the  promise  of  marketing,  connecting  brand  investments 
to  the  bottom  line  and  creating  a  corporate  reputation 
scorecard. 


Asia- Pacific  Marketing  and 
Communication  Conference 

Maximizing  Branding  and 
Communication  Strategies  for  Asia 

May  24-25,  Shangri-la  Hotel,  Hong  Kong 

Explore  critical  issues  including:  supporting  a  global  brand 
management  strategy  and  executing  locally;  continuing  to 
gain  regional  understanding  and  communicating  both  inter¬ 
nally  and  externally;  and  striving  for  competitive  advantages 
by  using  the  best  technology  to  manage  marketing  opera¬ 
tions  and  communicate  messages. 

Business  Intelligence  Conference 

June  27-28,  Westin  Chicago  River  North 

Organizational  success,  and  even  survival,  is  becoming 
increasingly  dependent  on  the  ability  to  utilize  the  right 
information  to  make  critical  business  decisions  that 
increase  market  share,  customer  loyalty  and  retention. 


To  register  or  for  more  information,  please  call  or  visit  our  Web  site. 


To  receive  a  $200  discount  on  your  registration,  be  sure  to  use  discount  code:  CM  1 

212  339  0345 


www.conference-board.org  | 


you’ll  love  the  conference. 


ILLUSTRATION  BY  GREG  MABLY 


An  online  ad  that  yields  a  phone  call:  Now  that's  counter¬ 
intuitive.  After  all,  isn't  the  point  of  such  advertising  to 
reduce  phone  time  by  directing  customers  to  a  website?  That's 
true  for  some  businesses,  but  others — especially  service 
providers — prefer  to  encourage  prospective  clients  to  dial 
them  up. 

Say  "hello"  to  pay-per-phone-call,  also  called  pay-per-call. 

These  online  ads  prompt  the  user  to  make  contact  by  phone 
rather  than  a  website.  Advertisers  pay  only  when  a  customer 
calls.  As  in  pay-per-click,  the  cost  of  a  pay-per-call  ad  is  deter¬ 
mined  by  a  bidding  process  among  advertisers.  The  higher  the 
bid,  the  higher  an  ad  appears  in  its  search  category. 

Some  early  adopters  of  these  ads  report  encouraging  success 
with  this  new  model.  Consider  American  Incorporators  Ltd.  (AIL), 
a  major  provider  of  incorporation  services.  The  company  says  the 
sales  conversion  rate  on  its  pay-per-call  ads  is  8  percent  to  10  per¬ 
cent,  compared  with  1  percent  to  2  percent  for  its  pay-per-click  ads. 

AIL  is  a  good  example  of  a  company  for  which  pay-per-phone- 
call  makes  sense.  Potential  customers  may  have  many  questions 
about  its  service.  To  handle  them,  AIL  has  a  call  center  staffed 
with  employees  experienced  in  turning  callers  into  clients.  It 
often  gets  sales  leads  by  phone  even  though  it  can  sign  up  clients 
on  its  website. 

"Ours  is  a  business  with  a  lot  of  questions  from  clients.  If  you  can 
answer  most  questions  satisfactorily,  the  next  step  to  conversion 
is  much  easier,"  says  David  Clarke,  AIL's  marketing  manager.  The 
company  uses  pay-per-click  and  print  ads  to  drive  customers  to  its 
call  center;  last  spring  it  started  its  pay-per-call  campaign.  "It 
seemed  a  natural  for  us,"  says  Clarke. 


On  average,  a  call  from  AIL's  pay-per-call  campaign  is  more 
expensive  than  a  click  from  its  pay-per-click  campaigns,  Clarke 
says.  But  because  the  sales  conversion  rate  is  so  much  higher,  the 
overall  cost  of  those  pay-per-call  ads  is  about  a  third  of  a  pay-per- 
click  ad,  he  adds. 

AIL  buys  its  pay-per-call  ads  from  Ingenio,  considered  a  major 
player  in  the  emerging  pay-per-call  market.  Ingenio  Contin ued 
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MEASURE  TWICE, 

CUT ONCE 


ONLINE  ADVERTISING 

Ringing  Up  Sales 

Pay-per-phone-call  model  holds 
promise  for  marketers 


February  21-24,  2006  •  JW  Marriott  Desert  Springs  •  Palm  Desert,  CA 
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assigns  advertisers  unique  toll- 
free  phone  numbers  for  their  ads 
so  that  it  can  track  whether  one 
has  triggered  a  call;  it  charges 
advertisers  a  minimum  of  $2  per 
call  received. 

Ingenio's  chief 
marketing  officer, 
Marc  Barach, 
acknowledges 
thatpay-per-call 
is  in  its  infancy. 

But  the  potential 
for  growth  is 
immense:  The  Kelsey 
Group  recently  forecast 
that  spending  on  such  ads  could 
reach  between  Si. 4  billion  and 
S4  billion  in  2009. 

Ingenio  has  several  partners 
that  run  its  ads,  including  Amer 
ica  Online,  which  carries  them  in 
the  sponsored  search  section  of  its 
search  engine  results  and  in  its 
AOL  Yellow  Pages  online  direc¬ 
tory.  However,  it's  critical  for 
Ingenio  to  sign  up  major  search 
engines  for  its  ad  network  at  this 
early  stage  of  the  market  before 
competition  heats  up.  Verizon,  for 
example,  began  selling  pay-per- 
call  ads  in  October.  By  mid- 
November,  the  company  was 
reporting  enthusiastic  adoption 
of  the  model  by  advertisers.  In 
late  November,  Google  acknowl¬ 
edged  it  is  testing  pay-per-phone- 
call  ads. 

"Pay-per-call  will  be  huge.  The 
question  is,  Who  will  be  the  big 
engine  behind  it?"  says  William 
Leake,  CEO  of  Leads  Customers 
Growth,  an  online  marketing  com¬ 
pany  that  recommends  Ingenio 
ads  to  some  of  its  clients. 

Ingenio  is  actively  reaching  out 
to  potential  partners,  but  Barach 
declined  to  comment  on  any  talks 
with  players  such  as  Yahoo  or 
Microsoft's  MSN.  'We  have  to  go 
where  the  searches  are,"  Barach 
says.  -J nan  Carlos  Perez 


PRODUCT  DEVELOPMENT 

Special  Teams 

Dedicate  some  marketing  staff  to  powering  innovation 


NEW  PRODUCTS  DRIVE  BUSINESS. 

Unfortunately,  many  marketers  and  brand  man¬ 
agers  believe  new  product  development  is  more 
art  than  science.  They  think  it  "is  like  throwing 
bones  on  the  table  and  asking  a  soothsayer  to 
figure  out  what  the  bones  are  saying,"  says  Robert 
Shulman,  an  adjunct  professor  at  Columbia  Busi¬ 
ness  School  and  founder  and  chairman  of  Marki- 
tecture,  a  marketing  consultancy. 

A  2005  study  conducted  by 
the  company  found  that  just 
32  percent  of  senior  marketing 
executives  believe  their  organi¬ 
zation  excels  at  developing  and 
introducing  new  products,  even 
though  most  (87  percent)  say 
the  process  is  critical  to  corpo¬ 
rate  success. 

Companies  that  excel  at 
developing  new  products  don't 
rely  on  moments  of  divine 
inspiration— they  have  a 
distinct  process  in  place  for 
innovation.  Sadly,  this  is  the 
exception  rather  than  the  rule 
at  many  U.S.  companies.  Just 
42  percent  of  companies 
have  personnel  dedicated  to  new 
product  creation,  according  to  Markitecture. 
Instead,  this  task  is  usually  tacked  on  to  market¬ 
ing's  other  responsibilities.  Given  all  the  demands 
that  go  along  with  marketing  an  existing  brand, 
says  Shulman,  "inevitably,  new  product 
development  goes  by  the  wayside." 

Not  at  Procter  &  Gamble,  where  product 
innovation  is  handled  by  separate  brand 
teams  that  draw  staff  from  a  variety  of  disci¬ 
plines— including  marketing,  R8<D,  external 
relations,  market  research  and  design,  says 
Jim  Stengel,  P8<G's  global  marketing  officer. 

He  says  the  skill  sets  required  by  each  team 
are  determined  by  asking,  Who  is  the  con¬ 
sumer,  and  what's  does  she  want?  "It  sounds 
like  such  a  simple  question,"  says  Stengel. 

"So  we  start  with  that,  and  then  we  put  a 
team  together  based  on  who  that  [con¬ 
sumer]  is." 


Paradoxically,  once  you  have  that  team  in 
place,  it's  important  that  you  don't  expect  them 
to  come  up  with  the  new  product  ideas,  say  both 
Shulman  and  Stengel. Turn  instead  to  the  people 
who  use  the  product,  not  those  who  design  or 
market  it.  P8<G  has  its  teams  go  out  in  the  field 
and  spend  time  with  consumers  in  the  environ¬ 
ment  where  they  use  a  product.  The  teams  can 
see  what  consumers  are  doing  with  a  product; 

they  also  see  what  users 
wish  they  could  do  with  it  or 
a  related  product.  This  helps 
the  company  spot  new 
growth  opportunities. 

"The  real  creativity  in  this 
process  is  creating  the  right 
stimuli  that  will  get  the  con¬ 
sumer  to  tell  you  what  he  or 
she  wants,"  says  Shulman.  "If 
you  pose  the  right  scenarios, 
then  the  data  speaks." 

Once  you  get  those  insights, 
then  you  can  test  them  with 
standard  marketing  analytics. 
"We  will  look  at  quantitative 
stuff,  we'll  look  at  demographic 
trends,"  says  Stengel.  "We'll  look 
at  all  the  kinds  of  stuff  you'd 
expect  us  to  look  at."  All  without  a  single  bone  or 
soothsayer  involved.  New  product  development 
isn't  magic,  it's  just  a  lot  of  hard  work. 

-Constantine  von  Hoffman 


how  do  you  manage  new 

product  development? 

Dedicated  new  products 
director  or  team- 

42% 

Business  product  managers 
e  responsible  for  new  products- 

34% 

We  work  on  new  products 

on  an  ad  hoc  basis- 

20% 

Other  (for  example,  r&d  or 
sales  is  responsible)- 

4% 


SOURCE:  Markitecture,  2005 
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Projected  spending  by  search  advertisers 
on  paid  search— including  paid  listings  and 
paid  inclusion— in  2010,  when  the  category 
is  forecast  to  equal  40%  of  the  total  online 

ad  spend  .  SOURCE:  JupiterResearch 
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what 


IS 


PHISHING? 


the  clever  lures  used  by  online  scamartiststo  fish  for  personal  finan 
cial  information  and  passwords  inspired  the  term  phishing.  To  hook 
a  victim,  phishers  pose  as  a  trusted  institution  or  individual  in  an 
attempt  to  fraudulently  acquire  data  such  as  Social  Security  or  credit 
card  numbers  via  e-mail  or  instant  message.  By  hijacking  the  brand 
names  of  reputable  banks,  e-retailers  and  credit  card  companies, 
phishers  often  convince  recipients  to  respond.  The  phenomenon  is 
also  known  as  "carding"  or  "spoofing." 


How  does  it  work? 

Social-engineering  scams  use  "spoofed" 
e-mails  that  link  to  counterfeit  websites 
designed  to  con  consumers  into  divulging 
sensitive  information.  Technical  subterfuge 
schemes  plant  a  program  onto  a  PC  to  steal 
data  directly,  often  using  Trojan  keylogger 
spyware — software  that  keeps  track  of  key¬ 
strokes.  "Pharming"  crimeware  misdirects 
users  to  fraudulent  sites  or  proxy  servers. 

How  serious  a  problem  is  phishing? 

Two  words:  Real  serious.  Dave  Jevans,  chair¬ 
man  of  the  Anti-Phishing  Working  Group,  a 
consortium  of  financial  services  companies, 
ISPs,  law  enforcement  agencies  and  technol¬ 
ogy  vendors,  says  his  organization  tracks 
more  than  5,000  new  phishing  sites  per 
month.  The  group  estimates  that  75  million 
phishing  e-mails  are  sent  daily. 

Why  should  CMOS  care  about  phishing? 

Phishing  can  destroy  a  brand's  image  and 
make  consumers  hesitant  to  employ  a  com¬ 
pany's  online  services.  This  can  be  particu¬ 
larly  devastating  for  Web  retailers  and 
companies  who  do  the  majority  of  their 
marketing  online.  It  also  erodes  trust  in  e-mail 
campaigns  and  customer  outreach  programs. 

What  types  of  companies  are  most 
commonly  phished? 

"Companies  that  have  a  good  brand  are  the 
best  targets,"  says  Larry  Ponemon,  founder 


and  chairman  of  privacy  thinktank  the 
Ponemon  Group.  Larger,  well-known  organi¬ 
zations  are  more  likely  to  be  phishing  targets 
because  many  attacks  originate  overseas,  and 
smaller,  less  recognizable  brands  are  not  as 
well-known  to  the  phishers. 

How  much  does  it  cost  businesses 
every  year? 

Jevans,  who  is  also  the  CEO  of  Internet  secu¬ 
rity  vendor  IronKey,  estimates  the  cost  to 
business  to  be  $  120  million  to  $2  billion  annu¬ 
ally,  depending  on  how  the  numbers  are  tabu¬ 
lated.  In  addition  to  direct  financial  losses 
attributed  to  phishing,  expenses  can  include 
the  need  for  extra  customer  support  corre¬ 
spondence,  "takedown  services"  to  shutter 
fake  sites,  and  settling  lawsuits. 

How  can  you  tell  if  an  e-mail  is 
authentic  or  a  phishing  attempt? 

There  is  currently  no  surefire  way  to 
determine  if  an  e-mail  is  a  phish  or  if  it's 
authentic. 

is  phishing  illegal? 

Phishing  is  outlawed  in  California,  and 
Congress  is  currently  reviewing  The  Anti- 
Phishing  Act  of 2005,  which  would  crimi¬ 
nalize  the  practice  throughout  the  nation. 
Regardless,  phishers  can  generally  be  pros¬ 
ecuted  under  a  number  of  statutes  includ¬ 
ing  trademark  infringement,  aggravated 
identity  theft,  access  device  fraud  (posses¬ 


sion  of  credit  card  or  bank  account  numbers), 
wire  transfer  fraud  and  distribution  of 
unsolicited  commercial  e-mails  under  the 
Can-Spam  Act. 

How  can  marketers  combat  phishing? 

CMOs  should  ensure  that  their  organization's 
outbound  e-mail  is  protected  with  an  authen¬ 
tication  system  such  as  SFP/Sender  ID  or 
DomainKeys.  This  allows  major  ISPs  to  pro¬ 
tect  their  customers  from  receiving  spoofed 
e-mails  that  claim  to  be  from  a  legitimate 
organization.  Marketers  should  also  be 
trained  to  create  e-mail  campaigns  that  can¬ 
not  be  easily  confused  with  phishing  attacks. 
In  addition,  companies  must  educate  cus¬ 
tomers  about  the  information  they  will  not 
solicit  in  an  e-mail,  and  they  should  strictly 
follow  these  guidelines. 

CMOs  should  also  hire  a  brand  manage¬ 
ment  service  to  register  all  commonly 
phished  "cousin  domains"  and  to  monitor 
new  domain  registrations  for  suspicious 
entries  that  contain  a  company's  name. 

Finally,  if  your  business  becomes  the  vic¬ 
tim  of  a  phishing  attack,  hire  a  takedown 
service  immediately  to  shut  down  all 
spoofed  sites  and  anything  linked  to  them. 

~Al  Sacco 


Percentage  of  1 8-to-34-year-old 


women  who  said  they  would  watch  a 
video  ad  in  exchange  for  free  video 
game  plays.  In  contrast,  90%  Of  men 
in  the  same  age  range  would  watch  an 
ad  in  exchange  for  free  gaming  time. 

SOURCE:  Eyeblaster  and  WlldTangent 
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Wrestling  with  IM 


Fritz  Von  Erich, 
"The  Iron  Claw" 


_ by  lew  McCreary _ 

if  you  think  culture's  coarse,  blame  instant  messaging.  Laguna  Beach  and  the  wwe 


THE  LONG  KNIVES  ARE  OUT  AGAIN, 

aimed  at  a  popular  culture  that,  in  the  words 
of  Illinois  Sen.  Barack  Obama,  "saturates 
our  airwaves  with  a  steady  stream  of  sex, 
violence  and  materialism."  Obama  was  com¬ 
menting  on  a  recent  study  by  the  Kaiser 
Family  Foundation  whose  results  revealed  a 
sharp  rise  in  such  content  on  television. 

The  Kaiser  survey  channels  the  legiti¬ 
mate  concerns  of  parents.  And  it  seems  true 
enough  on  its  face  that  a  worrisome  ethos  of 
trash-talking,  viciousness,  egocentrism  and 
hypersexualized  objectification  prevails  in 
both  real  and  fictional  televised  manifesta¬ 
tions  of  culture. 

Consider  trash  talk  alone.  I've  recently 
viewed  an  ad  for  the  state  lottery  where  the 
mom  takes  the  temperatures  of  her  son  and 
then  his  father,  both  laid  out  flat  on  adja¬ 
cent  living-room  couches.  When  the  father's 
fever  comes  up  half  a  degree  higher  than  the 
son's,  he  whispers  to  the  ldd  (after  mom 
leaves  the  room),  "Hey...in  your  face!"  Now, 
doesn't  that  sum  up  the  infiltration  of 
taunting  into  just  about  every  aspect  of  our 
lives? 

And  taunting  can  take  so  many  forms. 
Obama  used  the  word  "coarsening"  in  his 
comments  on  the  effects  of  media  imagery 
and  messages.  I  herewith  nominate  instant 
messaging  as  my  own  perp  of  choice  for 
coarsening.  You  haven't  experienced  coarse¬ 
ness  until  you've  checked  out  the  transcript 
of  an  I M  trash-talking  session  between  or 
among  otherwise  decent  adolescent  girls.  I 
have  come  to  think  of  IM  as  Instant  Malice, 
a  sniper's  nest  where  remoteness  and  poten¬ 
tial  anonymity  confer  permission  on  kids  to 


let  their  inner  assassin  emerge  at  any 
moment. 

Interestingly,  the  cruelty  of  the  slaggings 
kids  now  inflict  on  each  other  has  its 
antecedents  in  the  routine  slanders  that  an 
average  episode  of  The  Real  World  or  Laguna 
Beach  unspools.  My  own  kids  love  these 
shows.  They  break  them  down  by  selecting 
characters  to  root  for,  pity  and  despise.  And 
they  learn  the  modes  of  judgment  that  are 
practiced  by  the  so-called  stars. 

From  the  next  room  in  my  house  one 
evening  last  week,  I  heard  my  stepdaughter 
briefing  her  mother  and  sister  on  the 
essences  of  the  teens  who  play  themselves 
on  Laguna  Beach :  "That's  Casey.  She's  such  a 
pathetic  loser.  I  hate  her.  And  Stephen — oh, 
God,  he's  so  hot!  And,  oh,  that  one's  Kristin. 
She's  a  lying  bitch.  I  hate  her  too."  And  so 
forth. 

In  some  ways,  it's  the  modern  equivalent 
of  an  earlier  generation's  adroitly  cultivated 
passions  for  and  against  certain  professional 
wrestlers.  The  Gallagher  Brothers  and  Fritz 
Von  Erich  were  evildoers.  Lord  Layton  was 
the  good  guy.  The  Gallaghers  were  known 
for  flagrantly  violating  the  rules  of  tag-team 
wrestling  by  leaping  into  the  ring  together 
to  pummel  a  solitary  Lord  Layton  while  the 
ref  s  back  was  turned.  And  Fritz  was  the 
inventor  of  "The  Iron  Claw,"  a  hold  whereby 
he  would  plunge  his  meaty  hooked  fingers 
into  the  abdomen  of  his  opponent,  who 
would  be  reduced  to  writhing  and  pounding 
his  fists  while  bellowing  like  a  wounded 
hippo. 

In  fact,  it  was  pretty  mild  stuff  compared 
with  the  Worldwide  Wrestling  Entertain¬ 


ment  (WWE)  of  today.  Mild,  too,  by  compar¬ 
ison  with  the  psychological  muggings  and 
humiliations  doled  out  routinely  on  reality 
shows  and  now  mimicked  by  kids  in  IM  and 
MySpace.com. 

I  have  no  idea  whether  the  police  of  my 
bygone  era  kept  stats  on  incidents  of 
teenage  mayhem  inspired  by  the  Gallagher 
Brothers,  but  my  wife  learned  recently  from 
a  school  guidance  counselor  that  the  police 
in  our  local  community  claim  half  of  all 
reported  incidents  involving  teens  include 
some  ancillary,  if  not  triggering,  involve¬ 
ment  of  instant  messaging.  Half  is  a  stagger¬ 
ing  statistic. 

Sen.  Obama  pledged  that  if  the  creators  of 
programming  don't  voluntarily  clean  up 
their  acts,  Congress  will  get  involved.  But 
since  Congress  is  itself  a  less-than-inspiring 
model  of  behavioral  probity,  even  without 
questioning  Obama's  sincerity — which  I 
don't — it's  pretty  easy  for  cynics  to  suspect 
an  empty  threat. 

Still,  I  feel  my  own  free-speech  cred  get¬ 
ting  squishier  and  squishier  in  the  face  of  all 
the  nihilistic  crap  that  floats  freely  every¬ 
where.  The  fact  that  we've  heard  this  all 
before  suggests  that  the  silly  regulatory 
solutions  that  didn't  work  then  won't  work 
any  better  now.  What  we're  left  with  is  the 
need  for  each  generation  to  develop  natu¬ 
rally  its  own  immune  responses  equal  to  the 
threats  at  hand.  Just  like  my  generation  did 
when  it  ruled  the  Gallagher  Brothers  out  of 
bounds.  Here's  hoping  anyway.  • 


Editorial  Director  Lew  McCreary  can  be  reached  at 
mccreary@cxo.  com. 
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